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Korean Stalemate 


HERE are now two main dangers to be avoided in the handling 

of the Korean problem. One is that the British Government 
should be swept by strong currents of pro-Chinese feeling in the 
Labour Party into a role which would worsen its relations with the 
United States without improving its precarious contacts with Peking. 
The other is that the Americans, encouraged by the United Nations 
Assembly’s resolution declaring China an aggressor, should turn their 
backs on the moderating counsels which began to be heard in 
Washington after Mr Attlee’s visit. Either development alone is 
undesirable ; the combination of the two might be disastrous. 


What has to be emphasised both in Washington and London is that 
the military situation—which seemed, not so long ago, to be yielding 
to the Chinese the very triumphs that their propaganda promised 
in its wildest moments—has now changed. The troops of the United 
Nations are no longer in retreat but are waging a limited offensive ; 
they are within striking distance of Seoul and their armour has 
advanced to within 20 miles of the 38th parallel. Whether they will 
advance further, whether the Chinese will counter-attack effectively, 
or whether there is to be a stalemate on the battlefield is quite 
uncertain. But the fact of which policy must take account is that 
the Chinese “volunteers” are clearly feeling the strain. Indeed, 
Peking now faces the prospect of a war of attrition in which the odds 
may not be in its favour. Its losses have been heavy—lately over- 
whelming ; an epidemic of typhus is taking its toll, and the difficulties 
of supplying a large army half-way down the peninsula are severely 
straining the capacity of a power that controls neither sea nor air. 
What is more, the weeks ahead, with improving weather and the 
thawing of bridgeless rivers, will increase both the difficulties of the 
Chinese supply columns and the striking power of the Uno air force. 


To expect American—and British—policy to be unaffected by this 
turn of fortune would be quite unreasonable. Too often, in the 
controversy about China that has been raging in this country, has it 
been overlooked that there is and must be a connection between the 
tone of the talking at Uno and the course of the fighting in Korea. 
It is forgotten that the period of greatest intransigence by the Chinese 
at Lake Success was also the period of retreat by Uno’s forces ; and 
it remains a mystery to anyone who had read the threats and boastings 
of the Chinese in their press and radio why they should have been 
expected at this period to negotiate on any terms likely to be con- 
sidered in Washington. Now, if the military situation continues to 
develop i in Uno’s favour (or even if it merely remains what it is now) 
the time may be coming when Peking will find it worth while to 
think—if not to talk—in realistic terms. It is vitally important that 
this time should be used with skill and patience. 

The signs at the moment are not favourable. The United Nations’ 
charge of aggression has drawn from Mr Chou En-lai, the Chinese 
Foreign Minister, a reply describing the resolution as “illegal,” 





~*~ 
¥ 





298 


“ slanderous,” and due to the “coercion and domin- 
ation” of the Organisation by the United States ; and 
he has declared that the People’s Government will have 
nothing to do with the Good Offices Committee set up 
by the Assembly. Also regrettable is the fact that Sir 
Benegal Rau of India has laid down his role of mediator 
and that Mr Lester Pearson of Canada is considering 
a similar decision. There is for the moment, therefore, 
a breakdown of Uno’s diplomatic activity while its 
military role goes on. That may do no harm. So long 
as the military situation is clearly moving in favour of 
the United Nations, its Good Offices Committee and, 
above all, its Collective Measures Committee—which 
would have the job of recommending economic sanctions 
—need show no undue haste. 


* 


It is and should remain the British argument that 
economic sanctions will do more harm than good. 
Because the main strategic materials from all sources— 
oil, for example—are already under embargo, very 
little of vital importance is going into China from 
the western world. A greatly increased effort at control 
would produce only small additional results, which could 
have little effect on the slender war potential of Peking. 
It is understandable that Americans should resent the 
use of Hongkong as a channel into China for valuable 
goods and materials ; but it is also reasonable that the 
British should wish to provoke no Communist action 
against Hongkong, which is almost the last channel left 
for information about what is going on in China. What 
is more, the strict application of sanctions means sooner 
or later that an American warship stops on the high 
seas ships bearing Indian jute to China ; or that British 
officials try to stop remittances home from the millions 
of overseas Chinese in Malaya. Can it be seriously 
argued in Washington that the divisions and difficulties 
that such action would cause among America’s friends 
would not far outweigh its effect on the People’s Govern- 
ment in Peking? 


By all means let the private study of economic sanc- 
tions go on. It is desirable that the United Nations 
should understand clearly what sacrifices are called for, 
in this and other possible cases, when it tries to enforce 
its will. But let Mr Acheson, and particularly those 
who are urging him on to stronger measures, think care- 
fully whether the application of sanctions is the right 
and useful next move. Indeed, it should be asked 
whether, for the time being, it is wise to make any fresh 
move. There are times in every military and diplomatic 
situation when it is wiser to do nothing—just to wait. 
Clearly, in the present state of deadlock at Uno, the 
speechmaking methods of the Assembly serve no purpose 
at all. If Mr Chou En-lai has anything fresh to say, 
the lines from Peking to Lake Success remain open, 
however much it may be said that the door has been 
slammed in the Chinese Foreign Minister’s face. Peking 
can have an armistice whenever it is ready to withdraw 
its troops behind the 38th parallel and to start negotia- 
tions, without demanding that its ultimate peace terms 
shall be accepted as conditions for a cease-fire. 


If the best course pe the Americans at the moment 
is to do nothing and for Une to say as little as ib] 
while General ‘Ridgway's offensive has its ellie, ‘thet 
is the right course for the British ? The question will 
be anxiously, even passionately, in the House of 
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Commons next week. Some members will be temp; d 
to urge such drastic and foolish ideas as the withdraw 
of British troops from Korea or separate approaches 1 
Peking. They will command little support because 1} : 
advocates seem more interested in rebuking the Unite 
States than in settling the Korean question fairly and 
firmly. What will command more attention js th. 
suggestion that Britain should now mediate between the 
Americans and the Chinese. It is being argued the 
the British have made clear beyond doubt their good 
will towards the People’s Republic by recognising ji 
government, by dissociating themselves from American 
actions in Formosa, by their caution and restraint 3 
Lake Success. It is further argued that Britain, a 
America’s principal partner, as a mediator with Asia by 
virtue of its Commonwealth ties, will be listened to 
with respect in Washington. All these things are true 
within limits ; but they are not true all the time and in 
every situation. Washington is at the moment little more 
disposed to listen to conciliatory views on China than 
for some time past. Peking, so far as is known, has 
shown of late no special sign of interest or favour. The 
gap between Chinese and American terms for negotiation 
—whether about Korea or about a general settlement of 
Far Eastern questions—is as wide as ever ; and the 
excitement and indignation in both countries have only 
lately shown signs of subsiding. 


* 


For the British to mediate now in such a situation 
would be certainly rash and probably futile. It would 
undermine Uno’s military effort without improving the 
prospects of peace. One can imagine no more invidious 
position than that of a British Government deliberately 
affronting much of American, and not a little of British, 
opinion by such action when co-operation with the 
United States is the first aim of its policy, when it has 
troops fighting for the United Nations in Korea—and 
fighting successfully—and when it has seen many of the 
estimates that it has made of China’s intentions falsified 
by events. If the Chinese showed clear signs of wishing 
to stop the war, and if the British Government were 
then to use diplomatic channels to get Washington and 
Peking into contact, that would be a quite different 
matter. Indeed, there would be much to be gained by 
keeping any such preliminaries away from the public pre- 
ceedings of the Uno Assembly, where American 
behaviour is not seen at its best. But at the moment 
such possibilities do not exist. Just as the next stage 
on the battlefield is uncertain, so is the next stage 0 
the diplomatic exchanges. 

It would, in fact, be not unsatisfactory if the nex! 
few weeks produced both in Korea and Lake Success 4 
position of stalemate on the 38th parallel. Now th 
the impetus of the Chinese military offensive has died 
away there must be time for the violent America 
political reaction to it to die away too. Fresh proposals 
for terms and negotiations at this stage will only revive 1 
especially if they come from this country. The sensible 
thing now is for the British Government to argue 
Washington with the greatest firmness against economic 
sanctions and to press for a breathing space. Peat 
may come in Korea only a stalemate, and i 


will assist both sides to a realisation of this fact if the 
House of Commons next week concentrates 00 
the Government’s task easier and not more difficult 
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The Heave and the Pull 


T HE defence programme that Parliament debates 
next week has already commanded a wide measure 
of respect and assent. Whatever the criticisms in detail 
—and these can be made only in the course of the 
debate, as Ministers disclose the programme in more 
detail—most people are ready to regard its general form 
as “ about right.” Any other reaction would, indeed, 
be an utterly damning indictment of the Government. 
However completely Ministers are excused their lack 
of foresight before war began in Korea, they have now 
had nearly eight months in which to assess the country’s 
needs, to educate their party, and to summon up their 
courage. It is the measure of their weakness that even 
so the present programme can be accepted as big enough 
only because it is commonly assumed to be not the final 
but the penultimate bite at the cherry: as was argued 
in these columns last week, if the programme is carried 
out in full the expenditure for purposes other than pro- 
duction is likely to be bigger in the second and third 
years than is implied in the official estimate. If things 
develop as now looks likely, expenditure on defence will 
in little more than two years’ time have risen to an 
annual rate of about £2,000 million, or one-sixth of the 
national income. There are no standards by which to 
assess its adequacy ; but it can reasonably be regarded, 
on a broad, pragmatic judgment, as about the right scale 
of effort to which to commit Britain at this stage in 
international affairs. 

The realists in the Government deserve praise for 
their courage in undertaking so much. They have 
dropped the politically attractive illusion that security 
can be had on the cheap, by forgoing prospective 
improvements in the standard of living rather than by 
sacrifices of current consumption. They have accepted 
the unpopular principle—particularly repugnant to much 
Labour thinking—that efficiency in defence requires 
discrimination in the call-up of reservists, not equal 
service from all. They no longer make British efforts 
dependent on American aid. These were major hurdles, 
and the taking of them—even after so much hesitation 
—is this Government’s greatest achievement. What it 
does not do (however quiet the Russians may be) is to 
leave the country with a straight run home. 

The defence programme will be carried out success- 
fully only after the Government has taken one more, and 
a bigger, psychological hurdle. That is to realise that 
by its nature the programme will work only if it works 
comfortably, with a margin of resources in hand. This 
is the paradox of defence in the cold war: the effort has 
to be great, but it must be made without the sharp strains 
and dislocations that are tolerable in war. This is true 
in the sense that peace-time objectives remain important ; 
but, more important, it is essential to the defence pro- 
gramme itself. British rearmament has two psycho- 
logical aims. One is to deter Russian aggression ; to 
the creation of joint Western forces adequate for this 
Purpose Britain has to make the largest single contribu- 
tion after that of the United States. The second aim 
'S to reassure the weaker allies. It is to give them the 
confidence to stand up to threats, to resist Communist 
disruption from within ; it is to make the two main 
members of the free world look strong enough for the 
smaller powers to feel it worthwhile to add their own 


Contributions to mutual defence rather than to retreat 
into defeatism. 


The actual accumulation of strength will necessarily 
be slow at first. If its psychological purposes are to be 
served during the next two years the effort will have to 
be made with apparent reserves. Neither Russia nor 
Britain’s allies will be impressed by the doubling of 
expenditure on arms production this year if the small 
access of strength gained thereby is paid for by a fuel 
crisis and by reducing the British people to vegetarianism 
while the rest of the world eats meat. Rearmament will 
fail in its psychological purposes if it is the work of a 
country struggling with fresh weaknesses in its balance 
of payments, with factories closing down or stuttering 
at half-pressure for lack of raw materials. If the economy 
is over-driven in this fashion it is likely, of course, that 
defence production will in practice fall behind the pro- 
gramme. But even if that is by heroic measures avoided, 
the impression on the world of a Britain exhausted and 
distracted in its efforts will defeat the immediate aims 
of rearmament ; the sacrifices will be much less likely 
to prevent war than good management could make them. 
What is required of Britain is the quickest possible 
strengthening of the armed forces, but the movement 
that will impress both enemies and friends is a collected 
canter not a panting gallop. 


* 


The implications for Government policy are very 
simple—and very unlikely to be accepted. They are 
just that it should plan rather than wait for things to 
turn up; that it should reckon, and prepare to meet, 
the costs of defence before the bills come in. The real 
costs are the cuts in civilian consumption that are 
inevitable to make room for defence production. What 
has to be debated is the method by which those cuts 
shall be made. The Government can order the arma- 
ments ; wait for civilian supplies to fall off while the 
real volume of demand is maintained, or—if money 
incomes rise faster than prices—increased ; and then, 
when the shortages have materialised, the cuts in con- 
sumption can be enforced partly by rising prices but 
mainly by the Government jumping in with physical 
controls, with rationing schemes and allocations and 
prohibitions and price ceilings. This is the way that, 
politically, the Government will be tempted to go, and 
on past performance certainly will go. There will, 
indeed, be some Budget measures to check purchasing- 
power, but they will be half-hearted ; they will always 
lag behind the reduction in civilian supplies. This is 
the new form of the error of over-optimism that led 
to the economic crises of 1947 and 1949. Its 
comsequences may not be catastrophic but they will 
certainly be appalling. They are an economy of half- 
suppressed inflation, of coal crises and widespread raw 
material shortages, of lagging exports and rigid restric- 
tions on new enterprise. If the rearmament programme 
is fulfilled in spite of these handicaps, it will be at the 
cost of unnecessarily large sacrifices ; the rigidity of men 
and resources, which inflation creates, will be overcome 
only by far more burdensome Government interferences 
with individual liberty—including the direction of labour 
—than anyone can want to contemplate as a long-term 
policy. 

The objection is not, of course, to controls as 
such. There are two aspects of the rearmament pro- 
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gramme: one is the immediate, once-for-all heave 
necessary to get British defences into better shape ; the 
other is the high level of preparedness—claiming 
perhaps one-eighth or so of the national resources— 
that may have to be maintained for as long ahead as 
can be foreseen. For the initial heave some controls 
are certainly necessary. The objection is to relying on 
them also to keep the effort going. For that purpose 
they can hardly be more efficient than were the controls 
of the postwar period. And a Britain with the economic 
weaknesses of 1946-49 is certainly not going to impress 
the world by its rearmament. If the policy of seeking 
peace through strength may have to be maintained for 
a decade or more (and so we must hope, since the aiterna- 
tive is war) then its economic counterpart must also be 
planned for the long run. 

What is necessary to make the defence programme 
effective, at the smallest real cost, is a further act of 
political courage from the Government. It is to reckon 
realistically, without assuming that everything for the 
best will turn up, what the necessary sacrifices of con- 
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sumption are going to be; to state those sacrifice 
bluntly ; and then firmly to set financial policy to secure 
the full cut in consumption quickly and smoothly, with. 
out inflationary strains, as supplies are reduced. No one 
would pretend that this is an easy policy: in this matter 
the Opposition stands in almost as much need as the 
Government to demonstrate its good sense. At the 
moment opinion in the country is swinging in fayoy; 
of the Conservatives in part (though only in part) because 
of hardships—and particularly rising prices—that ar 
not merely inevitable but will increase. The Opposition 
will demonstrate its worth as an alternative government 
only if it can resist the temptation to play on these 
causes of popularity. But, above all, it is Labour; 
responsibility, as long as it chooses to remain in office 
to show that it is willing boldly to ask for sacrifices when 
they will do most good, not to impose them by arbitrary 
cuts after the over-loaded economy has got into further 
jams. This is now the test of political leadership, and 
next week’s debate should show which party is the more 
capable of it. 


Neutralism 


F the criticism and indignation now being directed 
against American foreign policy from this and 
neighbouring countries were being vented against the 
Soviet Union by voices in Eastern Europe the arrests, 
the purges and the trials would already have begun. In 
that half of Europe public criticism of Moscow’s foreign 
policy is a “‘ crime against peace,” punishable by death ; 
whereas in the Atlantic alliance the right to free dis- 
cussion and open disagreement is firmly upheld between 
partners who are far from equal. The comparison is 
not one to be pressed ; but no more is it one to be 
forgotten whenever deep divisions open up between the 
United States and its allies. For to keep it in mind is 
one way of maintaining a clear distinction between vital 
and superficial differences. 


It is clearly time to apply such a test to the move- 
ment of opinion known as “neutralism.” It can be 
neither ignored nor despised, for it has the support of 
some people of integrity and intelligence. And it achieves 
a prominence out of proportion to its political strength 
just because its point of view is argued with passion and 
brilliance. Among its opponents it causes an exasperation 
which recalls the bitterness of 1938 over Munich. 
Among the enemies of the free world it causes uncon- 
cealed glee. Indeed, it must sometimes be thought in 
Moscow that America, too, has its Titos to deal with, 
forgetting that it takes a Stalin to provoke Titoism. 
What, then, is this neutralism ? Is it the product of that 
“pessimism bordering on defeatism” which General 
Eisenhower found in “many strata of society” in 
Europe ? Is it a passing phase or a permanent trend ? 


The neutralists seem to represent a wide range of 
attitudes and aims. They include genuine pacifists who 
are a law (or an anarchy) unto themselves ; persons 
whose fear or weariness of war leads them to welcome 
any escapist rationalisation of their feelings that is 
offered ; politicians and intellectuals of both Left and 
Right—but mostly Left—who see in rearmament and 
protracted cold war the end of their hopes for social 
advance and prosperity ; lonely, sensitive minds that 
detest the raucous and tough manner in which relations 
between the free world and the Communist govern- 


ments are conducted; and, finally, those bodies of 
opinion that genuinely believe partnership with 
capitalist and materialist America to be against the 
interests of their country and of Europe. It remains 
to add the fellow-travellers, who are not neutral at all 
but who see in this movement of opinion rich oppor- 
tunities for mischief. 

Leaving aside the special situation in Germany, what 
arguments are at work among these neutralists ? Theirs 
1s an attitude in some ways comparable to isolationism 
in America, though its origins are different. The 
neutralist is often a recent convert to what he calls 
political realism. In his time he has been starry-cyed: 
he has, for example, advocated collective security without 
thinking out what that implies against a strong and 
resolute aggressor. Within the last six months he has 
seen the test made—and he dislikes the result. He now 
sees with dismay that collective security means a sacti- 
fice of independence in foreign policy ; a dogged per- 
sistence in taking the very risks from which he thought 
the system and the slogan would protect him ; the use 
of methods of discussion and negotiation that lend 
themselves to demagogy and exhibitionism. From such 
risks and excitements he begs leave to withdraw, and 
advocates the methods of conciliation and appeasement 
on which he once poured such scorn. In this sense he 
is an isolationist ; he turns against national commitments 
because he had not correctly estimated their risks. 

This isolationism of the neutralist may take a mort 
particular form. He may object not so much to alliances 
or commitments in general as to the association with 
the United States in particular. He will protest thet 
the interests—indeed, the fate—of his nation are # 
the mercy of a foreign policy that is blown hither and 
thither by the gusts of popular opinion. He finds the 


manner of the American rearmament effort provocative 
and argues that the Russians may just as well & 
frightened into war as into peace. 

Then there is the kind of neutralist who wants to have 
his cake and eat it: who makes alliances and re-insurts 
them. Hie sill penteat, thet diplomacy © o, 


ill fail. He talks 
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longingly of the subtle technique by which the light of 
agreement dawns during the redrafting of a paragraph ; 
by which a Europe growing in strength might interpose 
itself between the two world giants ; by which pro- 
crastination is used to appease and heal differences. 
He will advocate simultaneously the integration of 
Germans into a European army, discussion of the 
demilitarisation of Germany with the Russians, and 
eneral disarmament. He distrusts the forthright 
simplifications of what he believes to be American 
thinking and heartily supports the Attlee manner. 
x 


Clearly, in this neutralism there is something that is 
not merely disloyal, evasive and defeatist. In the nations 
of the Continent some of it is due to the fact that the 
last war is remembered for its defeats, whereas in 
Britain and America it is remembered as a victory. Let 
it be admitted that the rationalisation of such emotions 
coincides only too often with the main lines of the 
Soviet-directed “‘ peace campaign.” Let it be admitted, 
too, that neutralism is quite often the merest Usaphobia, 
an attitude compounded of jealousy, resentment, 
cussedness and genuine disagreement with the workings 
of American democracy. But when these have been 
allowed for, let it also be granted that there are signifi- 
cant and honourable ideas to be studied in neutralism. 
The morale of European peoples still rests mainly on 
national pride and the spirit of independence. It is 
stronger even than the love of individual freedom. To 
guard that spirit against the predominance of the greater 
powers in the Atlantic Pact is an important function of 
opinion in the free world. Again, let it be realised how 
much easier it is for an American than for a European 
to accept as a premise of policy the indefinite division 
of the Continent into two hostile camps. For many 
French and Germans the premise is unacceptable. 
Sooner or later Europeans will try to overcome those 
divisions by traditional political methods ; sooner or 
later they will want to see both American and Russian 
armies withdrawn from Europe, the presence of the one 
—as they see it—being the cause of the presence of the 
other. Finally, let it be admitted that it is one of the 
functions of the intellectual not only to treat all points 
of view, including the Russian, on their merits, but 
also to put aside the language of strategy and cold war. 


_ Here, however, is the rub. The neutralist intellectual 
is often not content with such a role. He, too, talks 
strategy ; he, too, makes his estimates of forces and 
intentions, and his forecasts of economic and political 
consequences. Being unconcerned with politics as the 
art of the possible, he is liable to talk nonsense 
about them. He wants to see everything in black and 
white, and to move towards those ends which his 
reasoning proves desirable and possible. In this role 
he can in a time of danger exercise a dangerous influence, 
because he may be subject to, and unconciously acts 
as a channel for, the propaganda of the enemies of the 
free nations. It is neo , therefore, to find some 
test by which to distinguish between disloyalty and 
independence, between deliberately subversive comment 
and naivete. Without it there is danger of weakening 
the tradition of toleration, and of strengthening too much 
the pressure for conformity in the public opinion of the 
free world. 

_The tests which the liberal mind can apply are two. 
First, is the epoca of the neutralist honest and good- 
tempered ? y, does he apply his standards of 


301 


criticism impartially to the free world and the Com- 
munist world ? Where there is passion and distortion 
of facts and thought, there speaks the mischief-maker, 
who is abusing the privileges of the intellectual in a free 
society at a time of danger. Where there is no criticism 
of Russia or China, but only the persistent indictment 
of America, there, too, the mischief-maker is at work, 
applying moral standards according to the exigencies of 
party politics or doctrine. Where the former Pétainist 
or supporter of Hitler and Mussolini is found in the 
ranks of neutralism—there, too, is ground for deep 
suspicion of motives. But where these tests can be 
passed, there is something to be treated with respect. 


There is yet a third test, less easily applied but of 
equal importance. Has the neutralist a constructive and 
practicable political idea? If the French neutralist 
advocates the European army which, he says, can 
command pride and respect on the Continent, is he 
facing or evading the main issues of western defence ? 
If the Italian speaks longingly of the Third Force in 
Europe, is he asking for something politically practicable 
or is it just escapism ? These are difficult tests, it is 
true, but it is part of the task of American and British 
foreign policy to apply them with care and sympathy. 
For, if it is the security of Europe that is the main issue 
in the years ahead, it is likely that Europeans will have 
useful ideas to contribute. The time is now passing when 
the political initiative has in every case to come from 
outside Europe, as in the case of the Marshall Plan, the 
Atlantic Pact and even the United Nations. Soon the 
stage will have been reached where, in order to get out 
of Europeans and Americans the effort needed to make 
themselves strong, it will be no longer necessary to con- 
centrate all attention on common dangers and common 
fears. If peace can be preserved and the free world’s 
alliances maintained, a time of release from present 
tensions is bound to come. It is the error of the genuine 
neutralist to anticipate this moment, to be the swallow 
that arrives before the spring. And it is the offence of 
the mere mischief-maker to delay it by trying to weaken 
an alliance built up by patient and painful effort. 





Land of Promise 


WE are as sanguine of our Future Progress as we are 
satisfied with our recent steps. We laugh at those faith- 
less prophets—the querulous Jeremiahs of the day—who 
affirm our retrogression, and predict our decadence 
Where is the warrant of their prophecy ? Where are the 
symptoms of the growing malady which is to carry 
England to her grave? Are they to be found in her 
spreading Empire—in her expanding and multiplying 
population—in her accumulating wealth—in her commerce 
bounding with new elasticity—in her industry, buoyant 
with recovered freedom? Has her science ceased to be 
inventive ? Have her engineers forgot their cunning ? 
Have her people begun to be indifferent to their civil 
rights, or to abnegate their mental freedom? Are her poor 
falling back in their physical condition—becoming more 
turbulent, more ignorant, more destitute ? Or is it not 
true . . . that in all points our national position in 1850 
is almost as much in advance of that which we occupied 
in 1800, as it is behind that which we hope to occupy when 
the opening of a new century shall shine upon our quiet 
graves, and gladden the hearts of our children and our 
children’s children, with the promise of yet richer harvests 
and the hope of a more unchequered civilisation ? 


She Eronomist 


February 8, 1851 
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Colonial Responsibility 


AST week, in an address of welcome to the Secre- 
tary of State for Commonwealth Relations, the 
Prime Minister of Southern Rhodesia uttered what were 
doubtless intended to be words of warning. Southern 
Rhodesians hoped that Mr Gordon-Walker would realise 
that 
it is impossible to expect people who only sixty years ago 
were unaware of the use of the wheel, and knew no modern 
language, te advance suddenly to the sphere of legislation in 
this part of Africa. 
Sir Godfrey Huggins was careful to say “ in this part of 
Africa.” But his warning is significant because this week 
the people of the Gold Coast have been going to the 
polls under a new constitution which will take them to 
a point of political advancement far ahead of anything 
else in colonial Africa. To some people this new consti- 
tution is a bold experiment ; to others it is a gamble which 
can lead only to disaster and anarchy. What is more 
important is that the Convention People’s Party, which is 
expected to become the dominant party in the new legis- 
lative Assembly, thinks that the new constitution does 
not go far enough. 


There is nothing new in the general principles govern- 
ing constitutional reform in the Gold Coast. The 
transfer from crown colony government to responsible 
government follows a set pattern all over the colonial 
empire. First comes the appointment of unofficial mem- 
bers to the Legislative Council and the gradual increase 
in their numbers and influence. Then they are elected 
instead of nominated, and eventually a main step forward 
is taken when the elected, unofficial, members are in the 
majority in the council. They now have power ; but, to 
prevent this power from degenerating into obstruction, 
attempts are made at the same time to foster a sense of 
responsibility by giving some of the unofficial members 
of the legislative council seats in the executive council. 
To begin with, they are nominated by the Governor ; this 
was the position reached in the Gold Coast under the 
Burns Constitution of 1946. Another stage is reached 
when these unofficial members of the executive council 
are elected by the legislative council from its own 
membership—a position reached in Trinidad last year, 
and in Jamaica in 1945. Then comes another big 
advance when these elected unofficial members of the 
executive council are in a majority over the official mem- 
bers. By this time the executive council has become the 
centre of government, the instrument of policy, in place 
of the Chief Secretary’s Office under crown colony 
government. 


When this stage has been reached—as it has in Trini- 
dad, and in the Gold Coast under the new constitution 
—the local political leaders have attained considerable 
power. Indeed, only two things then remain to prevent 
either the obstruction of good measures or the enactment 
of bad ones. One of these is the powers still reserved 
to the Governor, the other is the elected members’ own 
sense of responsibility. 

The powers reserved to the Governor are those of 
veto—that is, the power of refusing assent to a measure 
—and of certification—that is, of declaring that a Bill 
which he considers essential for good government should 
have effect even though it has not been passed by the 
Legislative Council. On paper, these powers are con- 


siderable. In practice, they are much smaller. Th, 
constitution usually provides for some check on th 
Governor’s use of his reserve powers—such as that they 
can be used only with the consent of the executive 
council or, failing that, with the prior authority of the 
Secretary of State (except in cases of urgency). |; 
may be that the existence of these reserve powers acts 
as a brake on the worst forms of irresponsibility. By 
they are rarely used nowadays, and there is some force 
in the view that their disadvantage as an irritant out- 
weighs their value as a deterrent. The Coussey Com- 
mittee, the all-African body whose recommendations 
form the basis of the new Gold Coast constitution, never- 
theless advised the retention of reserve powers. The 
British Caribbean Standing Closer Association Com- 
mittee (the “standing closer committee ”), which drew 
up the framework of a federal constitution for the West 
Indies, also thought there was a need for reserved powers 
to enable the imperial government to discharge its 
responsibilities for defence, international relations and 
financial stability ; but it made the interesting suggestion 
that they should be exercised by His Majesty by order- 
in-council. This would not in reality diminish the autho- 
rity of the Governor, since he now has to get the consent 
of the Secretary of State before he can use his powers, 
and it might remove a potential source of friction 
between him and the local political leaders. The reserve 
powers are, at best, not a very strong guarantee of good 
government. The major reliance must be on a growth of 
a sense of responsibility among those to whom power 's 
being transferred. 


* 


Yet another, more serious, obstacle to the growth of 
responsibility lies in the executive council itself. It 1s 
asking too much for the unofficial members of the 
council, when they have not a clear majority, to accept 
responsibility for government. This has been made very 
clear in Jamaica under its present constitution. The 
island’s executive council consists of equal numbers of 
elected and of nominated and ex-officio members, with 
the Governor exercising a casting vote. There is, 1 
should be pointed out, no question of the Governor 
using his casting vote to force through a measure which 
is obviously opposed by the elected members. It would 
be contrary to commonsense for him to do so. Similarly, 
he would not use his vote to defeat a measure on which 
the elected members had set their heart. Yet so long 
as they can, in theory, be outvoted in the executive 
council, they can disclaim all responsibility for the 
actions and measures of the council when they want (0. 
It can often happen that, when a measure agreed on i 
the Jamaican executive council turns out to be unpopulat 
the minister concerned can stand up in the House © 
wih ati) eave Bede Oe 
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Assembly and court popularity by declaring that he had 
no responsibility for it. 

Those who say that to give the unofficial elected mem- 
bers of an executive council a majority is going too far 
should reflect on the experience of Jamaica in the last 
five years. It will probably be said, when the present 
constitution is revised and there is an elected majority 
on the executive council, that the island’s politicians have 
not shown themselves worthy of a further advance 
towards responsible government. But they can hardly 
acquire a sense of responsibility without it. 


An elected majority on the executive council is not, 
however, enough. The “standing closer committee ” 
pointed out another failing in the normal method of 
selecting the unofficial members of the executive council. 
Where, as in many colonies which have reached this 
stage of constitutional advance, these members _are 
severally elected to the executive council by the legisla- 
tive council, there can be no sense of cohesion, of collec- 
tive responsibility, among them. Their primary loyalty, 
the committee pointed out, is to the body which elects 
them, not to their colleagues. It, therefore, recom- 
mended that, in the proposed federal government for the 
West Indies, the House of Assembly should elect one of 
its members to the Council of State (the executive coun- 
cil) who should thereupon be designated Prime Minister. 
The other unofficial members of the council should be 
selected by him, and authority would, therefore, be 
concentrated in his hands. A similar practice has been 
in force in Barbados in the last few years. There, the 
leader of the House of Assembly is invited to submit 


the names of four members of the House of Assembly 


for appointment to the executive committee. It will be 
interesting to see the results of the compromise reached 
in the Gold Coast, where the executive council is to be 
appointed by, and responsible to, the Governor, but will 
also require the approval of the Legislative Assembly 
appointed by the Governor. 


* 


It may be objected that all this concern with the 
details of colonial constitutions is really beside the point. 
The important decision to be taken is whether, judged 
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by the results to date and the foreseeable prospects for 
the future, the process of transfer of power and respon- 
sibility to the colonial peoples is going too fast. The 
liberal British theory in the past has been that the process 
can hardly be too rapid, that whenever a group of inhabi- 
tants can be found ready to shoulder responsibility, it 
should be thrust upon them. But though this is still the 
principle of the Colonial Office’s policy, many sections of 
opinion in Great Britain which have supported it in the 
past have come to have serious doubts about it today. 


This is too big a question to be debated in a paragraph 
or two. But the questioners might reasonably be asked 
whether they have considered the practical consequences 
of calling a halt. Perhaps, if a different decision had been 
taken a generation or more ago, a different course might 
present fewer difficulties today. But His Majesty’s 
Government has been proclaiming so long and so often 
that self-government within the Commonwealth is the 
goal of all colonial peoples that their politicians can be 
forgiven for taking it at its word. And constitutional 
reform, once it has been started on its course, acquires 
a momentum that makes it very difficult to stop, espe- 
cially in its later stages. It is worth noting, for instance, 
that the Soulbury Constitution for Ceylon lasted only 
three months, after which the colony achieved full 
dominion status. 

Judged by their general level of education and 
economic development, the colonies that are now hoyer- 
ing on the brink of responsible government are not ready 
for it. Yet are those who argue that the pace should 
have been slowed down prepared to accept the force and 
the bloodshed which refusal to grant reform would 
almost certainly entail? The demand for political 
advancement is catching—already Central African leaders 
are aspiring to a “ Gold Coast constitution.” The only 
way to direct colonial nationalism along sound lines is 
to give the colonial politicians—of whatever race or 
colour—a chance to act responsibly, and this can best 
be done not through the ballot box, which confers power 
without responsibility, but through the executive council. 
Yet, however soundly a constitution is drawn up, it 
cannot force the colonial politicians to act responsibly. 
In the next few years, it will depend on them whether 
government is responsible in fact as well as in name, 


Defence Comparisons 


(COMPARISONS are proverbially invidious, and 
comparisons of efforts and sacrifices between allies 
are possibly the most invidious of all. It is doubtful 
whether anybody in Great Britain would have wanted 
(0 institute a comparison between what is being, has 
tn and is about to be done in the common cause in 
Britain and in America. But in American public opinion, 
the widespread belief that Britain is “‘ dragging its feet ” 
and that a disproportionate part of the burdens of resist- 
ing Soviet imperialism is being placed on American 
shoulders appears to be reaching a point of some public 
importance. If these things are to be debated, it is as 
well that the debate should be based upon facts and 
fot upon fancies. This article is an attempt to provide 
some of the facts as nearly as possible in comparable 
orm. No attempt will be made to draw conclusions. 
Two preliminary points should be made. First, if 
the comparison is to be factual, it can only be based on 


the record of the past and present. Estimates of what 
is to be done in the future must be excluded, partly 
because they are only estimates, which may turn out to be 
very defective, and partly because the practice of the 
two governments in regard to future expenditure is very 
different. The American executive asks Congress for 
very large authorisations which are intended to be cceil- 
ing figures and may never in fact be attained. The 
British Government, with its more intimate relation to 
the legislature, puts forward estimates which are more 
the minimum figures and can always be supplemented 
later. This article, therefore, is confined to the period 
from the culmination of the war to date. Secondly, the 
comparison made here is between the expenditures of 
money and manpower made by each country in its own 
defence. Both countries have, throughout the period, 
been giving aid to other nations, America by the Marshall 
Plan, Britain by the release of sterling balances and other 
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means. These programmes have doubtless served 
defence ends; but they have been mainly civil in 
character; and it would be beyond the ingenuity of 
statisticians to separate the defence element. 


The data are presented in the accompanying tables 
and diagrams. One table and one diagram show money 
expenditure ; the other table and diagram give a com- 
parison of the size and disposition of the armed forces 
of the two countries. 


* 


The financial figures have, so far as possible, been 
reduced to a comparable basis. Thus the American 
figures have been readjusted to the British financial 
year, which runs from April to March. The amounts 
include, in addition to the’ costs of the armed forces, 
certain programmes closely related to military services 
and, in particular, the stockpiling of strategic materials. 
Thus, on the British side, the expenditures of the 
Ministry of Defence and of that part of the Ministry of 
Supply directly devoted to defence (with the Ministry 
of Aircraft Production during the war years) are added 
to those of the armed services. The British figure of 
£824 million for the current year is the total of the 
estimates, including supplementaries. The American 
figure of $16,400 million is based partly on the actual 
expenditure of $10,522 million in nine months to 
December 31st and partly on the President’s recent 
estimate for the twelve months ending June 30, 1951. 
In the eight years covered by the table, from April 1, 
1943, to March 31, 1951, the United Kingdom will have 
devoted 23.0 per cent of its national income to defence ; 
the corresponding figure for the United States is 19.5 
per cent. 


The manpower table contains three pairs of columns. 





DEFENCE EXPENDITURE 
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The first of these gives the absolute totals of men and 
women in the armed forces (excluding part-time servic. 


such as immobilised National Guard or Territoriai, 
These figures, of course, ignore the relative size of the tw, 
communities. Accordingly, the second pair of column; 
gives the total of men in uniform as a percentage of tlk 
field of recruitment from which they are drawn—thy 
is, of the total of men of military age. The third pair 
of columns gives the proportion of each country’s armed 
forces serving overseas. This comparison is more diff- 
cult to make since the definition of “ overseas ” js no, 
the same in the two countries. In the United States, 
the distinction is between those within and those outside 
the continental United States. Consequently, soldiers 
or sailors afloat at the time of the census are “ overseas” 
whereas in Britain they are classified according to their 
base. Although men serving in the British Home Flee 
may be away from the coast for a considerable period 
of the year, they are not regarded as on foreign service. 
It is only necessary to recall the part played by the 
Home Fleet in the Battle of the Atlantic to realise how 
misleading these statistics can be. In the table, the 
British figures have been adjusted as far as possible to 
bring them into line with the American ones but the 
adjustments are almost certainly on the conservative 
side. It is also only fair to add that the home base in 
Britain is considerably nearer to at least one probable 
seat of trouble than is any base in the United States. 


It is not intended in this article to draw more tha 
one moral. When allowance is made for the imperfec- 
tions of the statistics, the salient fact that emerges is 
the very close parallelism between the two sets of 
figures. There is no basis of fact sufficient to support 
either an eastbound or a westbound traffic of complaint 
across the Atlantic. 
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* Including navy afloat as overseas in line with US counting 


DEFENCE 
MANPOWER 








THE ECONOMIST, February 10, 1951 





d 
oe 
NOTES 
v0 
The Government Wins 
mt The Government’s majority of ten in Wednesday’s 
ait division on steel was larger than had been expected in an 
ed influenza-ridden House, but at no time did the Opposition 
ff. in fact entertain any great hopes of winning this division ; 
indeed, the more realistic Tory leaders are reconciled to the 
= possibility that the Government may go on winning set-piece 
- divisions for some time. From the Opposition’s point of view, 
de the debate achieved its two secondary purposes. It enabled 
ets the Conservatives to reaffirm their intention to undo steel 
s” nationalisation if they regain power, and it gave Mr Churchill 
et afurther opportunity to deploy the arguments which he hopes 
leet will carry final conviction at the next general election. 
iod The debate itself produced little that was new except 
Ick. Mr. Strauss’s vague references to the interim machinery by 
the which it is hoped to smooth the changeover in steel and to 
10 ensure priority for the needs of the rearmament programme. 
the The Opposition’s main case was once again that nationalisa- 
e to tion should be postponed in the interests of national unity 
the and efficient rearmament, and naturally it fell on determinedly 
tive | deaf Ministerial ears. The Labour party has not grown more 
bite willing to change its set course on steel nationalisation in 
| HI order to secure Conservative support at this stage. Mr 
= Churchill spent some time examining the motives for this 
act of “partisan aggression,” this “crazy step,” this 
than “unpatriotic deed,” and concluded that it was a major act of 
rfec- appeasement of Labour’s left wing. This, however true it 
05 js may have been when the Steel Act was first devised in 1948, 
s of is now an over-simplification. Even the more moderate 
yport Ministers undoubtedly feel that, having committed themselves 
Jaint on this highly controversial measure, to draw back would be 
to throw doubt both on their own leadership and on the 
principle of nationalisation which, for want of a better, 
— remains the mainspring of Labour theory. They are driven 
on as much by the fear of admitting to themselves that they 
= might be wrong as by any fear of their critics. 
: In the division the Liberal Party rallied after its many 
- hesitations of recent months and voted unanimously against 
is the Government. Any other course would have been one 
= more deadly blow at its own position in the country. On 
USA the other hand, the Liberals have made it clear that they do 
hot propose to join the Tories in any further attempt in 
29 this Parliament to reverse the steel decision. This empha- 
? sises What the Tories have now recognised, that only a general 
60 election can secure the return of steel to private ownership. 
61 Meanwhile, they have made it clear that they will harry at 
every turn what Mr Oliver Lyttelton described as this “ plan- 
38 less, coalless, meatless, hopeless government.” 
- * * * 


The Government’s Insecurity 


In attacking the Government on steel, the Opposition 
chose a subject on which there are no longer any important 
dissensions within the Labour Party. But on all the other 
subjects due for debate, there is still a considerable turmoil 
of opinion within the party. It is true that the special 
meeting of the Parliamentary Labour Party on Wednesday 
Produced no violent explosion—it seldom comes up to 
*xpectations in this respect—but this. was partly because the 
—_ of debate was shifted from the economic implications 
ot defence, on which there is considerable feeling, to defence 
i) Which occasions less interest. There was, however, a 
are attack on Mr Maurice Webb, the Minister of Food, 
= the harm that his handling of the meat ration has done 
0 the Government’s reputation. 
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OF THE WEEK 


It is clear that in next week’s debate on foreign policy 
and defence there will be no mass abstention or opposition 
by the left wing of the Labour Party, not because it has 
been converted to the Government’s view but merely on the 
ground that open dissension would mean a Tory govern- 
ment. Ramsay MacDonald more completely dominates the 
policy of the Labour Party from beyond the grave than he 
ever did when alive. 


The difference between the present political situation and 
that of a few months ago is not that the Government’s narrow 
parliamentary majority is any less secure. It is that the 
majority quite clearly no longer corresponds to the degree 
‘of public support for Labour. The latest Gallup Poll figures 
published on Monday in the News Chronicle show the 
Tories with a lead of 51 per cent of the popular vote, against 
Labour’s 38 per cent. No doubt this margin would narrow 
during an election campaign, as it did last time. But at the 
previous peak of the Government’s unpopularity, in Novem- 
ber, 1949, the Conservatives’ lead was 3 per cent smaller 
than it is now. Ministers must fear not merely that 
the majority of the country is against them but that they 
have little chance of regaining a lead over the Tories. If 
the government were defeated in a snap division, as happened 
last year, it might well now seek a dissolution. 


* * * 


Nearer a Four-Power Conference 


The latest of the long series of Notes from Moscow on 
the subject of a four-power conference still leaves the western 
foreign offices guessing what the inscrutable and verbose 
Russians really mean. Ninety per cent of the Note is, as 
usual, pure propaganda; Mr Molotov certainly knows that 
there is no possibility of the western powers presenting him 
with a rearmed Germany as a fait accompli. Indeed, western 
policy (which has veered in face of the German opposition 
to rearmament) is now, very sensibly, to hold only non- 
committal practical discussions with the German authorities, 
until such time as the Allied forces are stronger on the 
ground, and the necessary political conditions have been 
established for a genuinely willing German contribution to 
their own defence. General Eisenhower made the present 
American views on this question very plain in his report to 
Congress. 

The kernel of Mr Molotov’s Note is the passage in which 
he expresses conditional willingness to discuss questions 
other than German demilitarisation. By this he might mean 
merely that he would include those provisions of the Prague 
resolution dealing with a peace treaty and the withdrawal of 
troops from Germany. These are in any case the main aims 
of Moscow’s policy for both Germany and Japan. On the 
other hand, Soviet insistence upon keeping the conference 
within the framework of the Foreign Ministers’ Council, 
as set up at Potsdam, leaves room for the western powers 
to raise such pertinent matters as the Russian rearming of 
the ex-enemy satellites in excess of treaty limits. 

It may be assumed that Moscow does in fact wish to hold 
first a conference which would deal exclusively with Germany 
and then convene a second meeting of the Council of Foreign 
Ministers, enlarged to include Mr Chou En-lai, for the 
purpose of reaching a similar settlement on Japan. Mr 
Molotov would, however, probably be glad to delay the 
first conference in the hope that Herr Grotewohl, in the 
meantime, would have succeeded in finding Western German 
representatives who are willing to meet him and pass a 
resolution on the same lines as the Prague declaration. It 
would greatly strengthen the Russian case if a pressure group 
of east and west Germans could be used at the conference. 
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Both Dr Adenauer and Dr Schumacher are, however, well 
aware of the manceuvre and have exposed it to the German 
public. 

Under these circumstances the western Foreign Ministers 
would be well advised to advocate at once an early meeting 
of the powers, and to clarify their own minds on the terms 
which they should demand for a German settlement. In 
doing so, it is essential that they should be in full accord 
with the Federal Chancellor and the Social-Democrat 
leaders ; nothing must be left undone to make it clear that 
Western Germany is not going to be sacrificed in the attempt 
10 squeeze a smile out of Mr Molotov. 


x * * 


M. Pleven and His Plans 


By all accounts M. Pleven’s visit to Washington has 
been a great success, more successful, in fact, than Mr 
Attlee’s. Apart from more aid for Vietnam, the French 
Prime Minister was mainly in search of the United States’ 
confidence in France as its chief and permanent military 
partner on the European continent. In his speech to the 
National Press Club M. Pleven said: 


We shall never allow the unity of the western world to 
be broken by any act or threat whatever, whether from the 
interior or the exterior. 

This statement evidently gave the lie to American suspicions 
of French neutrality in a world war and has made its due 
effect. 


Reports of the last days suggest that the Schuman Plan 
has, largely owing to American representations, been salvaged 
on the brink of the dust-bin in negotiations between the 
High Commission and the German Federal Government at 
Bonn. The Pleven Plan for a European Army—originally 
the intended sequel to the signing of the coal-steel pact— 
is, however, still shrouded in diplomatic fog. Invitations 
have finally been sent by France to the European govern- 
ments to attend a technical conference on the formation of 
some kind of supranational army, which may constitute a 
component of the whole Atlantic Force under the command 
of General Eisenhower. In this project the French have, 
it seems, transferred their emphasis from the limitation of the 
size of units (although not the total volume) of German 
armed force to the question of effective Atlantic control of 
the personnel and policy of the German command. Thus, 
while the dispute over combat teams and divisions may 
subside, France will stick to its contention that some 
European politician must be authorised by “Europe” as 
High Commissioner to sanction or blackball the appointment 
of individual German officers to positions under General 
Eisenhower. Neither French public opinion nor the French 
government is likely, for instance, to swallow the re- 
appearance on the European stage of General Guderian or 
any other leading light of Hitler’s war, however great their 
military skill. In this manner the formation of General 
Eisenhower’s armies need be retarded neither by the 
presence of a “European Defence Minister” at General 
Eisenhower’s elbow nor by an abstract limitation of the 
size of German units. 


Provided that M. Moch makes no further public utterances 
on German rearmament and that the phrase itself is banished 
from the headlines of the world press, there is a chance that 
19§1 will see a harmonious development of Atlantic Defence. 
The bare formula “ European Army,” instead of being an 
escape-concept devised by dispirited continental nations 
more fearful of ex-Nazi Germany than of Stalinist Russia, 
may become a real live army in Europe. M. Pleven’s talks with 
President Truman will surely also have done something to 
lighten the obscurity which ae surrounded the future rela- 
tionship between SHAPE, Nato and the general foreign 
policies of the governments which participate in these 
agencies. 
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Second—and Third—Rounds 


The Government is not getting far with ideas of a ney 
wages policy. Mr Gaitskell and Mr Bevan had “ exploratory ” 
talks with the TUC’s economic committee on Tuesday, Ty, 
views of the union leaders seem to fall into two groy 
There are those who think it futile to try to revive any poly 
of wage restraint; and there are those who would 29;; 
champion restraint provided the Government first pave 
positive proof of its capacity at least to prevent furthe 
increases in prices and profits. Since, in fact, prices ax 
bound to go on rising for a time, neither point of vie 
encourages the Government to make proposals of its own, 

It seems certain that within a matter of weeks almost every 
large group of workers will have gained an advance in wages 
since restraint finally broke down last autumn. The imny. 
diate question is whether the new line can be held for, 
time—with or without any formal policy. Most unions ae 
probably quite prepared to pause before making fresh claims. 
provided that everyone pauses. But if one or two unions 
decide otherwise, it is inevitable, with the present pressur 
of demand, that the rest will soon follow their example, th 
employers will be unable’ to resist, and the spiral will tae 
another full turn. It is hard to see that the Government can 
stand aside and do nothing if this process begins before the 
Budget. What has to be doubted is whether it can in fact 
do anything effective by another direct attempt to hold down 
wages. And even a disinflationary financial policy takes 
time to exert its influence on wage negotiations; it might 
be the third rather than the second round of wage advances 
that the Budget succeeded in inhibiting. That it should 
succeed is all the more important. 


* * * 


The Dock Strikes 


It is most encouraging that the trade union leaders of 
the dockers have succeeded in preventing the dock strike: 
at Liverpool and Manchester from spreading to other ports 
Early this week Mr Deakin and his colleagues in the dockers 
section of the Transport and General Workers’ Union 
opposed and defeated the attempt of the so-called Port 
Action Committee to enlist support in London for the 
strikes ; they showed that no more than about two hundred 
of the 27,000 dockers in the London area were prepared 
to follow the Communist line. Their success has also had 
repercussions in Liverpool, where, at the time The Economist 
went to press, the strikers seemed to be losing enthusiast. 

The alleged cause of the strike, which was called by 
unofficial agitators without warning, was dissatisfaction with 
the wage agreement ratified by a substantial majority of the 
dockers’ leaders last week ; this increased the minimum wig 
from 19s. to 21s. a day. There is little doubt that the re. 
point was to make one more attempt to break up the official 
unions. There are also some grounds for believing th, 
like the “go slow” movement among engineering workers 
in the same area, the strikes were part of a general campé? 
by the Communists to dislocate industry in the north-west 
region. 

The chief cause of the Communist failure in London wé 
the energetic effort which the official union leaders have 
made during the past twelve months to show up Communs 
motives for what they are. Mr Deakin has been relents 
in his attack, and every part of his organisation is now 2ix¢ 
to the methods by which the Communists have sought 
gain control of branches and districts in the past. Fred 
the point of view of the country as a whole, this * 
undoubtedly the best way of making the Communists hart 
less. It obviates any need for drastic political or legal acter 
—which might so easily be misunderstood and_mistfit 
eee it strikes at the foundations of Commut'' 
influence. 
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Shocking Pink 


It may or may not be significant that the colour chosen 
for “ The British Road to Socialism ”* is one easily recog- 
nisable by anyone conversant with fashion literature as 
“Shocking Pink.” It is more certainly significant that the 
Executive Committee of the Communist Party should choose 
for its programme a markedly nationalistic title, and that the 
contents of that programme should have an unprecedentedly 
nationalist, even patriotic, slant. The familiar pie-in-the-sky 
and down-with-the-wicked-exploiters themes are of course 
not omitted, but they are well in the background ; the main 
plank of the Communist platform is nothing less than a 
declaration of British independence. 


Independence, needless to say, of the “ American 
millionaires ”” whom President Truman presumably repre- 
sents ; independence of the “ war camp ” of the Atlantic and 
Brussels pacts ; this is the independence now threatened or 
forfeited by the treachery of the Labour Government. That 
any threat to an “ independent ”—i.e. disarmed and isolated 
—Britain could possibly come from the “ peace-loving ” 
nations in general or the Soviet Union in particular is a 
calumnious myth. Socialism must come in each country in 
a form, and by means, arising out of that country’s needs 
and traditions ; British Communism is British, it is implied, 
not Soviet-dictated or Cominform-inspired. And so on, for 
more than half the pamphlet ; the remainder being concerned 
with constitutional and economic projects deserving no more 
attention than usual. 


There are two main bodies of opinion whom this change 
of front may be designed to impress. One is the Communist 
Party membership itself. Not all Communists, presumably, 
are completely devoid of concern for the specific interests of 
their native land ; is there a danger that, unless reassured, 
some might find in a leadership wholly and overtly sub- 
servient to the Kremlin a justification for that horrid thing 
Titoism ? Is King Street vaccinating its devotees with a 
non-lethal dose of nationalism, to forestall an Italian-style 
split? The other, of course, is the Labour Party’s lunatic 
fringe, sufficiently disgruntled by rearmament and its atten- 
dant discomforts—so Mr Pollitt may think—to be attracted 
into the fold of true Socialism by a gentle smoothing away of 
obstacles. In either case it is significant that the means of 
popularity should be sought in the repudiation of what used 
to be a central tenet of Communism everywhere—its over- 
riding internationalism, its contempt for frontiers, its asser- 
tion of the unqualified unity of the workers’ International. 
Mr Pollitt must have put on his bowler hat to draft this 
hew version of a popular front programme. 


* * * 


Paris versus London Headquarters 


As the time approaches when General Eisenhower’s 
headquarters near Paris take shape attention is focused on 
eo which has been worrying European and American 

als for some time. What is to be the future of the 
tenuous relationship between the older Organisation for 
European Economic tion and the newer North 
Atlantic Treaty Organisation ? Are they to remain separ- 
ated geographically by the Channel and functionally by two 
: > aid programme? How can the two staffs be best 


On the American, the aid-giving, side a marriage has 
almost been arranged. It is too soon to say that it will 
shortly take place for a number of questions remain 
Unanswered: in particular, whether economic and military 
ad, after the present ERP credits expire in June, will actu- 
ally become one or will merely be tightly co-ordinated ; how 
the | Co-operation Administration can be most 
“ficiently merged with American Nato missions, and whether 


;,,, rhe British Road to Socialism.” Published by the Communist 
“arty, 16, King Street, W.C.2. 22 pp. 3d, 
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Paris or London will be the centre. But Mr Katz, the US 
special representative in Europe, and Mr Spofford, the 
American deputy on the Atlantic Council, have just returned 
to Europe after talks with the new co-ordinator of foreign aid 
programmes in Washington, Mr Thomas D. Cabot. And 
they undoubtedly have in their pockets some plans for 
streamlining the shape of American organisations in Europe. 


While the European offices of ECA are thus in suspended 
animation, the struggle in the field between OEEC and 
Nato becomes increasingly bitter. The device adopted last 
October of trying to resolve it in favour of both parties 
by turning OEEC officials into the Nato economic and 
financial working group, set up in Paris, has not yet suc- 
ceeded. The conflict is seen at its most acute on the issue 
of location. On the one hand, Britain and some leading 

merican officials in Nato want to stay in London. They fear 
the quicksands of the continental atmosphere and prefer the 
calmer London air where Anglo-American co-operation 
thrives so well. On the other hand, the continentals and 
some Americans argue that it is nonsense to divorce the 
political and production authorities from the military head- 
quarters, when they must in time of peace be in daily 
contact. These national arguments have an emotional 
counterpart in the fears of the smaller countries that London 
is the breeding ground of great power (particularly Anglo- 
American) oligarchy. The air is already slightly tainted 
with resentment over the three-power military Standing 
Group in Washington and there is a determination that the 
deputies shall not try a similar coup. The situation threatens 
to sterilise the economic work of both organisations and 
should not be allowed to continue. 


* * * 


Rumours from Prague 


The published results of the Czech economic plan for 
1950, incomplete and inadequate though they are, provide 
an important clue to the meaning of last week’s rumours of 
dissensions and purges within the civil service and the 
Communist Party. Although a rise in production is claimed 
in almost every branch of industry, it is admitted that heavy 
engineering production fell 0.6 per cent behind the plan 
target, which must represent quite a large falling behind in 
the super-plan target ; and although the mining industry 
exceeded the plan target by 3.7 per cent, it only achieved 
99.5 per cent of its super-plan target. 


These deficiencies may not appear excessive—the targets 
were perhaps in any case impossibly high—but they occur 
in key sectors of Czech industry. Coal is the foundation of 
all economic development ; and the inability of the Czechs 
to build enough heavy engineering products is placing them 
in a very difficult position. They have been increasingly 
unwilling to give the Russians priority in the delivery of 
machinery because they have been desperately anxious to 
maintain their deliveries in the West, whence must come 
essential raw materials as well as consumer goods needed 
to stimulate the productivity of Czech workers. 


The reports of extensive purges in various Czech ministries 
may be exaggerated. Certainly Mr Kliment, the Minister of 
Heavy Industry, still seems to be riding out the storm. But 
whatever purges there have been are undoubtedly due to the 
Soviet Union’s dissatisfaction with the contribution Czech 
industry is making to its voracious needs. It has also been 
expressed in the holding up of promised grain supplies to the 
Czechs, The Czech Government has tried to put the blame 
for the subsequent food shortage on the hoarding and specu- 
lative activities of “criminal hostile elements” ; and it has 
raised the price of bread and flour, ostensibly because of the 
improved quality of the flour, but really in an attempt to 
ration by the purse. 


It should also be remembered that, apart from their 
economic performance, the Czech Communists have been 
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proving unsatisfactory in other ways. They have failed to 
press ahead with the collectivisation of agriculture ; and the 
Cominform journal’s attack two months ago on the “ political 
and theoretical mistakes” of the Czech Communist paper 
Rude Pravo was really an oblique attack on the ideological 
shortcomings of Gottwald, Zapotocky and other leading 
Communist politicians. 


* * * 


Communist Patriots in Italy 


It is as yet too early to estimate the exact significance of 
the latest defections from the Italian Communist Party, which 
are discussed in an article from our Rome correspondent on 
page 326. To jump to the conclusion that the revolt led by 
Signore Magnani and Cucchi, and the subsequent purge to 
which such revolts always give rise, are a serious blow to the 
efficiency of the party would certainly be wrong. Similar 
defections—although not of such leading party members— 
and similar purges have happened before. They do not touch 
the inner core of fanatical Stalinists ; indeed, it might be 
argued that they can only benefit from the sloughing-off of 
all whose loyalties might be divided if ever a real bid for 
power were made. 


The issue over which Magnani and Cucchi split with 
their comrades was not one of party dogma ; it was a simple 
principle of patriotism. They could not stomach the Com- 
munist campaign to undermine the willingness of the reservist 
to defend his country. They recognised from whence the 
danger threatens ; and they felt compelled to reaffirm their 
belief that, where Italy’s territorial integrity is concerned, 
the Soviet Union is “just like any other country.” Their 
stand is not likely to affect the Communist diehards, who 
have already been actively planning their battle stations on 
the hoped-for day when Italy is invaded by the Red Army. 
But it is clear that it has been received elsewhere with 
sympathy, and sometimes with more than sympathy. It is 
not without significance that the pro-Magnani posters 
plastered all over the strongly Communist town of Corregio 
in Emilia were not torn down ; that a local general strike, 
called for last Monday to show the strength of the Com- 
munists, was Called off ; and that the powerful Communist- 
dominated Partisans’ Association is reported to have split 
over the question of the defence of Italy. 


That the party leaders themselves are seriously concerned 
is shown by the absurdity and virulence of their attacks on 
the two rebels. Magnani and Cucchi are of sufficient 
eminence and reputation within the party to serve as a 
rallying point for any other “ national” Communists ; and 
the cause of their quarrel with the party can only increase 
the discredit into which Communism in Italy has gradually 
been falling. 


* * * 


The Use and Abuse of Land 


It is an unfortunate coincidence that the Ministry of 
Local Government and Planning’s handbook, “ The Control 
of Mineral Working” (HMSO. 2s.), should appear at the 
same time as the Minister of Fuel and Power’s announcement 
that open-cast coal-mining is (contrary to an earlier promise) 
to be carried on indefinitely and on a wider scale. It is the 
responsibility of Dr Dalton’s Ministry to ensure that all land 
is well used, and nobody contends that open-cast coal-mining 
falls within this definition. It is a wasteful way of using land 
as well as a costly means of getting coal. The provision that 
the land shall be restored to a suitable condition after use 
{to the limited extent that this is practicable) makes the 
operations less wasteful but more costly. 

‘The Ministry’s handbook, which is intended as advice to 
the local planning authorities and the interests affected, 
significantly excludes coal from its terms of reference. All 
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other minerals may be worked only by permission of the local 
planning authority and subject to any conditions imposed } 
it. The handbook, on the whole, adopts a sensible appro,? 
and stresses that economic factors should be carefully studies 
and onerous conditions avoided. All same, it is Strange 
justice that private mineral undertakings should be Closely 
regulated while another Ministry is free to tear up as much 
land as it pleases in pursuit of its production target. In the 
former case, the interests of agriculture and amenity ax 
carefully protected ; in the latter case, the extensive damage 
done them is merely “ regretted” by the Minister. 

The need to get more coal is not an adequate defence of 
Government policy. Open-cast mining is a temporary 
expedient for avoiding the difficulties involved in recruiting 
sufficient labour for the mines. As such it may now have to 
be continued for a few more years. But it provides no 
permanent solution to the coal problem—especially since 
suitable sites are being rapidly exhausted without making 
more than a fractional contribution to coal stocks. A 
Government which enjoins on others the prudent conserya- 
tion of land resources should surely not be so careless itself. 


* * * 


Proposals for Local Government 


Sir Malcolm Trustram Eve, in a lecture this week at 
London University, gave an able defence of the proposals 
which, as chairman of the ill-fated Local Government 
Boundary Commission, he put before the Government in 
1948. Sir Malcolm is no inhuman advocate of the big unit 
in local government. He urged that the all-important 
“human” services—education, health, the care of the aged 
and of children—should be administered as locally a 
possible ; and he contended that any town having, broadly, 
60,000 or more inhabitants could provide these services 
efficiently. This conception of a new type of borough, 
responsible for most, but not all, Jocal government functions, 
was the most fruitful idea in the commission’s report. The 
new type of authority might prove as appropriate to the 
conditions of this century as the county borough was 10 
those of the last. The complementary aspect of the propos 
is that certain other services (notably police, the fire service 
and the making of town and country planning schemes) 
Should be administered over the broader area of the 
geographical county. 


Sir Malcolm also applied his ideas to Greater London, 
an area not included in his commission’s terms of reference. 
He recognised the LCC to be an anachronism ; but he 
rejected the idea of a Greater London Authority becaus 
it would be grossly oversized—even if its functions were 
be restricted (as they well might be) to physical planning 
and the protective services. Instead he would split up the 
area of the Metropolitan Police District into six coumly 
councils, each with from one to two million inhabitants. 
This would produce smaller and neater administrative 
counties both inside and outside the London wen (for Kent, 
Essex and Surrey would be shorn of their suburban area‘). 
The proposal is worth considering. However, Sir Malcolm 
might more logically have arrived at the notion of returning 
his “ human” services to the minor authorities in Greate! 
London—most of which already meet his minimum require 
ment of 60,000 inhabitants. Why, then, should they mt 
become most-purpose authorities, possibly within th 
framework of a single large county council whose powe 
could be strictly limited ? 


_ In general, the Boundary Commission’s scheme of reform 
is by no means perfect; but it does represent the only 
constructive official proposals available for dealing with 4 
Pressing problem. The Government, which last yc 
promised the quick production of superior proposals of 
own, has a difficult task to do—and one that it has shirke 


for quite long enough. 
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Canada’s Rearmament 


The plans for Canadian rearmament and defence, 
announced on Monday by Mr Brooke Claxton, the Minister 
of National Defence, represent a very considerable advance 
on any programme that Canada has previously contemplated 
in peacetime. The strength of the active forces is to be 
raised to 115,000 men, which is about 70 per cent higher 
than che present figure, and ten times the size of the force 
Canada maintained in the 1930s. A brigade group is to 
be made available for service in Europe and the Royal 
Canadian Navy is to have 100 ships in commission. The 
RCAF will, within the next three years, produce eleven 
squadrons for the integrated force, will train 1,100 Nato 
airmen a year, and raise its first line strength by 3,000 
aircraft. 


The nature of the Canadian defence programme has been 
shaped by two unalterable factors: the impossibility of 
inducing the French-Canadian section of the population to 
accept conscription in cetime, and the necessity to 
integrate armament pedheccieia with that of the United 
States. It is mo secret that General Eisenhower and the 
other Nato powers had hoped that Canada would send a 
full division to Europe, but the Canadians clearly feel that 
this is not possible without conscription. Their military 
effort has to be confined to a small force in peacetime, and 
the best offer that they can make is to have ready a speedy 
mobilisation programme in the event of war. The new 
programme envisages the mobilisation and equipment of 
four divisions in the first year of a war. 

It is the necessity to standardise on American equipment 
which led to the decision to put the Canadian brigade group, 
when it comes to Europe, under American rather than 
British command, a decision that has been accepted with 
reluctance by the soldiers, who know and prefer British 
methods and organisation. At the end of the war Canada 
had arms and equipment of British make, or made in Canada 
on British lines, for rather more than two divisions. One 
division’s worth was given to the Dutch last autumn ; the 
decision to dispose of the other division’s worth to the other 
Nato powers marks the final decision to standardise on 
American types. In aircraft, on the other hand, the Canadians 
in producing the Canuck fighter and certain other aircraft 
have effected a successful synthesis of their own between 
British and American types. It is therefore probable that 
the RCAF squadrons in the integrated force will be able to 
fit into either the British or American sphere of operations. 


* *® * 


Peking’s Decoy Ducks 


An interesting internal development in China since the 
outbreak of the Korean war is an officially sponsored drive 
of the six non-Communist parties in the People’s Govern- 
ment coalition for recruiting new members. Plans for this 
expansion are reported to have been worked out at con- 
ferences held in November and December, and each party 
has been allotted its particular field of political. activity. 
Thus the China Democratic Association for National Recon- 
Sttuction is to recruit industrialists and merchants, while 

democratic overseas Chinese” are to be reserved for the 
China Democratic League. The licensed sphere for the 
to is strictly confined to the “ national 
bourgeoisie ” petty isie, whose support for the 
regime is to be thus organised ; workers and peasants are 
strictly reserved for the Communist party, and even the so- 
called China Peasants’ and Workers’ Democratic Party is 
nly to recruit “Government employees, specialists and 
technicians ”—presumably those who in a society based on 
Marxist principles are anxious to cover themselves with a 
proletarian label. It is laid down that all non-Communists 
nrolled in the coalition parties must accept the common 
Programme of the People’s Political Consultative Conference, 
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participate in land reform, support the Government’s foreiga 
} and observe the rules of the particular party which 
they join. 

It may seem at first sight odd that a dominant Communist 
party should be thus encouraging expanded membership of 
middle-class parties which are in coalition with it. The 
Communist tactics, however, are quite logical in relation to 
the policy of postponing the expropriation of the “ national 
bourgeoisie” (capitalists unconnected with either the 
Kuomintang or foreign interests) and the petty bourgeoisie 
until these classes have performed their function of expand- 
ing Chinese industry. The Communists need to retain and 
consolidate the support they had during the civil war from 
these classes, who were inspired by disgust at Kuomintang 
corruption and fiscal incompetence and also by nationalist 


motives—but they do not want them in large numbers inside 
the Communist party. 


The function of the non-Communist parties in the People’s 
Government coalition is to act as decoys for the middle 
classes, whom the Communists regard as class enemies and 
intend ultimately to destroy. The non-Communist parties 
have no real power in the state, and can be curbed or 
suppressed whenever necessary ; for the Communists hold 
the key posts in the administration and keep a firm control 
of the army. The attitude of the non-Communist parties to 
their masters has nothing in common with what a free 
democracy regards as normal in an independent political 
party. Thus the Democratic League, in a manifesto at the 
time of its reorganisation a year ago, declared that in repre- 
senting certain classes of the population its purpose was to 
“ follow the lead of the Communist party,” adding that “ the 
path of Mao Tse-tung can never be wrong.” 


* a * 


National Insurance Review 


The Government Actuary’s interim report on the working 
of the National Insurance Act up to March 31, 1950 
(HMSO, ts.), is non-committal and factual. What it gives is 
an estimate of the numbers in the different classes of contri- 
butors and in the different classes of beneficiaries. It also 
shows the effect of full employment on the National Insurance 
Fund. What it does not do is to give any hint that the 
original estimated rate of unemployment (84 per cent) should 
be revised to the current actual rate of under 2 per cent, with 
a view to increasing national insurance benefits without a 
comparable increase in contributions. 


On March 31, 1950, the reserve fund was unchanged, 
compared with the figure on July 5, 1948, and the National 
Insurance Fund, into which contributions are paid and out 
of which benefits are met, had risen from {109.6 million 
to £333-7 million. More than four-fifths of this increase 
is accounted for by-the light unemployment figure. The 
cost of sickness benefit was slightly under the estimate— 
£66 million in a year compared with £77 million. Because 
so little has had to be paid out in unemployment benefits, 
the proportion of national insurance payments accounted for 
by retirement pensions is even higher than had been expected. 
It was estimated that they would account for half the total 
expenditure ; in fact they accounted for nearly two-thirds. 
But this is not all. Owing to the increase in the number of 
people entitled to retirement pensions during the next thirty 
years, the cost of these pensions is likely to be doubled ; and 
since the income from contributions will remain about the 
same (even if allowance is made for the additional 4d. per 
head per week payable from October), almost the whole 
of the extra cost of retirement pensions will fall on the 
Exchequer. 


Clearly, therefore, if it is decided that the assumed rate 
of unemployment can be revised, the benefit should be used 
to relieve the Exchequer of part of this burden and neither 
to increase benefits nor to reduce contributions. Any help 
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' that is to be given to national insurance beneficiaries to meet 


the rise in the cost of living should be given through the 
national assistance scheme—that is, after a test of needs. 
This is not the time for the state to become more generous 
to those of its old-age pensioners who have other resources. 


x * * 


Five Years of Housing 


The record of the fifth year of Labour’s administration 
of housing is now available,* and it is possible to look back 
over the whole period. Since Mr Bevan, as Minister of 
Health, consistently refused to commit himself to any definite 
target, no one knows ‘how far he overshot or fell short of 
his own intentions. The greatest change during the period 
has been the shift in interest. In the early days the monthly 
output of houses was the dominant preoccupation and there 
were constant adjustments to get the programme into 
balance ; there has since been a growing realisation of the 
problem of costs and an appreciation that the maladjust- 
ments have become more financial than physical. For two 
years the manpower engaged in house-building and the output 
of houses have remained stationary: 231,000 men have 
been producing 197,000 or 198,000 houses a year. Over 
the five years, 821,000 permanent houses and 157,000 tempo- 
rary houses have been built and 283,000 homes have been 
provided in houses which have been adapted or converted. 
Some 1,250,000 families have thus been rehoused since the 
beginning of 1946. 
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Housing has now for two years been free from the dis- 
organising shifts in capital investment policy, and it is dis- 
appointing that this period of stability has shown no improve- 
ment in productivity. The Government and the industry 
seem to have settled down into a remarkably firm rut. Much 
has been said about the value of incentive schemes and 
about the gradual decrease in the time taken to complete 
houses. These improvements are not visible in the returns. 
Dr Dalton can hardly be complacent about the resources in 
men, money and materials devoted to housing. Can they 
realiy not be put to better use, either producing more houses 
or doing something else ? At the present rate of building, 
very little impression can be made on the central problem 
of housing—slum clearance. Until the Government is pre- 
pared to spread the resources devoted to housing more 
widely—by spending less on each individual house and by 
allowing private enterprise to attempt faster and more 
economical methods of building—new slums will come into 
being nearly as fast as old slums are cleared. At present 
private enterprise is building only about one-eighth of the 





* Quarterly Housing Returns. Cmd. 8138, 8139, ee 
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houses. While the weight of Labour opinion will no dou}, 
remain firmly on the side of local authority housip 
it surely is not hard to recognise that a little more cae 
would probably help to quicken the pace of building. 


* * x 


War’s Waifs and Strays 


The two most pitiful groups of refugees in the worl 
today are the Arabs and the Koreans. The problem is no: 
primarily to find them jobs and a new niche in the world 
but to provide them with the basic necessities of life: food. 
clothes, shelter and medical supplies. There are abou 
800,000 Arab refugees and the present estimate of ove 
2 million refugees in South Korea will swell continuously 
as long as the fighting goes on. It is disgraceful that a sense 
of responsibility for these unfortunate people seems still to 
be so unevenly developed among the members of Uno ; for 
the negotiating committee specially set up to chivy members 
into paying their agreed share of the cost of relief programme: 
has had only a qualified success. 


It is true that Korea has not done too badly. Of the $250 
million aimed at, $222 million has been pledged in currency 
or goods by 38 different countries. But of this sum all but 
$29} million has been pledged by two countries—the United 
States with $1624 million and Britain with $28 million. Only 
fourteen countries have contributed a total of $34 million 
towards the Assembly’s $50 million Arab relief programme. 
Here again all but $1 million has been provided by the 
United States and Britain; and since both the American 
contribution of $25 million and the British one of $8 million 
are conditional on “ adequate contributions ” being made by 
“a sufficient number of other governments,” the future of 
the Arab relief programme seems to be in grave danger. 


Unless the United Nations agency in Palestine receives 
new funds quickly it will clearly have to abandon its con- 
structive rehabilitation projects and concentrate on the pre- 
vention of starvation and disease. And even if the Americans 
and the British waive—as they probably will—the conditions 
attached to their contributions, the sharp rise in world prices 
will make it extremely difficult for the agency to meet all 
demands even in the restricted field of relief. It is time to 
say frankly to some of the Latin American representatives 
—so ready with their advice and votes when the political 
fate of Palestine was at stake—that they are shirking their 


obligations as members and their responsibilities as civilised 
governments. 


Se 





Intelligence 


Specialists and research workers, statis- 
ticians and overseas correspondents : all 
these contribute to the columns of The 
Economist each week. Through The 
Economist Intelligence Unit, the same 
sources can be put at the disposal of 
business firms and other organisations. 
Perhaps you could obtain the facts and 
appreciations that you need by applying 
to: 


eegpeeencreneeeaneteaes 





The Economist Intelligence Unit 
22, Ryder Street, St. James’s, London, S.W.! 
(Telephone: WHitehall 1511, Ext. 13.) 
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TO THE UNITED STATES & CANADA 
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Save over £90 on a I5-day return ticket! 


Fly in style, fly in comfort — at the lowest return fares ever from 
Great Britain to New York or Montreal ! Fly overnight — over 
the weather — by double-decked Stratocruiser Speedbird. Relax 
in deep-seated comfort or retire to the privacy of a full-length 
sleeper (available at slight extra cost). Enjoy complimentary 
full-course meals and mealtime drinks. No tips or extras for 
attentive Speedbird service ! 


Seven flights weekly from London to New York (3 direct, 3 via Prestwick, 
1 via Shannon). Three flights weekly to Montreal (1 via Shannon, 2 via 
Prestwick). B.O.A.C. operates the only Sleeper Service to Montreal. 
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REGULAR | OFF-PEAK® 1S-DAYt 
RETURN FARE | RETURN FARE | RETURN FARE 


£241 ..3.0 £178.12.0 | €147.7.0 
£232.3.0 £171. 19.0 


NEW YORK 
MONTREAL 











| £i4i. 17.0 





*Available for outward journeys until Available for outward journeys 
30th June, return journeys between until 16th March. Return journey 
Sept. and March. Valid 12 months. must be completed by 3ist March. 


Free advice and information available on request from your local B.O.A.C. Appointed 
Agent or B.O.A.C., Airways Terminal, Buckingham Palace Road, London, S.W.1. 
Telephone : ViCtoria 2323. Early reservation advisable. 
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FAIR 
1951 


THE LIGHT INDUSTRIES FAIR 


28TH FEBRUARY - 4TH MARCH 


THE HEAVY INDUSTRIES FAIR 


29TH APRIL - 8TH MAY 
* 


For further information apply to! 
SCHENKERS LIMITED 


27 CHANCERY LANE, LONDON, W.C.2 -TEL.: HOLBORN 5595/6 
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world famous in a week . . . Within seven days of its sensational 
debut, the Mark VII Jaguar Saloon was heralded as the car of the year 
throughout the world. Certainly its striking appearance made it (in the words 
of the Autocar) “ The Prima Ballerina of the Show” whilst the incorpora- 
tion of the famous record-breaking XK120 engine ensures speeds in excess 
of 100 m.p.h. with noiseless, effortless ease. With generous comfort for 
five or six passengers, wide ranging visibility, enormous luggage accommo- 
dation and superior independent front suspension, this Jaguar is the most 
distinguished car of our time. 


Mark VI JAGUAR 
Powered by the record-breaking XK120 engine 


THE FINEST CAR OF ITS CLASS IN THE WORLD 
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The influence of TI in light engineering is 
world wide. The 49 British TI factories 
manufacture a range of products which 
include precision steel tubes — bicycles 














and their components— aluminium sheet, 
strip, extrusions and tubes—electrical appli- 
ances and accessories—high pressure cylinders 
—cold rolled metal sections—tubular furniture— 
gland packings and paint. As direct exports, TI sent overseas 
last year goods valued at over £14,000,000. Also great 
quantities of TI products went abroad as parts of finished 
articles made by many British industries. At home and 
abroad industry in general, and millions of people, rely on TI's 
engineering skill, sound craftsmanship and long experience. 


T.1.°S 49 FACTORIES SERVE THE WORLD 


TUBE INVESTMENTS LIMITED ® THE ADELPHI, LONDON, W.C.2 ® (TRAFALGAR s633) © 
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ie 
Now — it’s TWA to the U.S.A.— one-airline service 

to 60 leading U.S. cities 


Here’s the biggest bargain yet in transatlantic air travel! Starting 
January t, fly from London to the U.S.A. and back at savings 
Up to 39 percent. under TWA’s new 15-day fare plan. Take 
advantage of these big savings any time until March 16—com> §} 
pleting your trip by 
March 31. And for 
longer visits ask about 
TWA’s Thrift Season 
Fares, offering savings 
up to 26 per cent. 





TWA 
wats 


CHICAGO 


LOS ANGELES 






== 


—— 


} 
j 


Ciddddddddagdaddadd 


tT Tadd, Ci 
° TWA 
WAGE 


Transformers: Voltage Regulators. 
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Power Factor Correction Condensers. 
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Meter Testing Equipment: Electronic Devices. 
Radio & Television: Valves & Cathode Ray Tubes. 
Measuring Instruments: Switchboard Instruments. 
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Clip on Ammeters: High Voltage Indicators. 
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Electric Fires & Space Heaters. 
Electric Water Heaters. 
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Letters to the Editor 


The Weapon of Publicity 


Sir,—Your article in The Economist 
of January 27th is timely and valuable, 
but I think you deal too summarily with 
the BBC’s overseas services. The 
Beveridge committee by its terms of 
reference excluded “ those aspects of the 
overseas services for which the BBC are 
not responsible.” Clearly the reference 
here is to the cold war propaganda 
broadcasting. Moreover the committee’s 
discussion of the overseas services is 
brief and very general. Some of the 
fundamental aspects are not dealt with. 


Concerning the cold war propaganda 
broadcasting, most persons who have had 
adequate and responsible experience of 
political warfare propaganda will agree 
that this activity of all others should 
be entirely a government activity. Such 
propaganda should be initiated and con- 
trolled throughout by an appropriate 
government agency, since, to be an effec- 
tive instrument of political warfare and 
national policy, it must be the work of 
those who not only know all the relevant 
facts but are able to direct propaganda 
with a view to forthcoming develop- 
ments of which they alone can have the 
knowledge. The United States govern- 
ment makes no mistake about this since 
the Voice of America is purely a govern- 
mental activity. But this is not all. The 
immense power of propaganda initiated 
and controlled throughout by a govern- 
ment is shown not only by the present 
Russian propaganda broadcasting, but by 
our Own experience in two wars. I 
would urge on the government the 
absolute necessity of now making pro- 
paganda part of our rearmament, to be 
controlled and provided for side by side 
with the provisions for the fighting 
services, 


On the rest of British overseas broad- 
casting the crucial question to be asked is 
how many people listen to these elaborate 
and costly programmes which are broad- 
cast round the clock to all the world, day 
inand day out ? The answer is, nobody 
knows ; but such small information as 
is available leads to the presumption that 
listening is on a small scale, Paragraph 
245 of the Beveridge report seems to be 
a tacit admission of this and the forth- 
coming establishment of an audience 
research organisation for overseas broad- 
casting is welcomed. But has the cost 
of such an organisation been considered ? 
In some of the countries for which the 
information is most necessary the 
audience research will not be allowed. 
And even in friendly countries there will 
surely be considerable political objec- 
tton to such an activity, for it will 
certainly be regarded as a very formidable 
Propaganda activity. Surely the best way 
to achieve all the aims which our overseas 
Strvices desire is to have an exchange of 
ttanscription programmes with such 
Countries as will accept them. This means 
that the programmes will be broadcast 
in the national services of the countries 
Concerned and we can know at once how 
many people are listening from the 
tecords of those same countries. Here 
the British Council and the BBC can 


work very closely together, each saving 
the other large sums of money and really 
achieving the objects which they have in 
mind, 


Finally, you put your finger right on 
the point when you asked if a central 
planning authority working to a com- 
mon directive or pattern can be achieved. 
—Yours faithfully, J. COATMAN 

St. Andrews University 


Planning in Germany 


Sir,—In championing Mr Balogh, in 
response to my review of the latter’s 
book on Western German economic 
policy, Mr Davidson has hardly done his 
cause a service, 


It is no argument against the state- 
ment that the German circumstances— 
defined in my review—were unsuitable 
for an experiment in controlled inflation 
to say that the Germans in the. last 25 
years have shown themselves as suitable 
as other people for economic experi- 
ments, and have been ingenious in devis- 
ing some themselves. This is indeed 
“ word-making ” to conceal a poverty of 
argument. The only point in harking 
back to the ineffective method of food- 
collection practised before 1948 should 
be to show that it was not possible to 
offer inducements to the farmers until 
the currency reform gave value to money, 
and freedom from controls brought goods 
to the shops. In other words, Mr 
Davidson, who thinks he is arguing in 
favour of “democratic” as opposed to 
“Nazi” controls, is really recalling 
evidence in favour of the policy which 
was pursued with such manifest success 
after June, 1948. He is, incidentally, 
wrong in stating that my review “ admits 
the disastrous consequences of the 
economic policies ” in Germany to date. 
It admits faults ; but if the amazing re- 
covery of Western Germany (in contrast 
to the Soviet Zone) is “ disastrous,” the 
word has really lost its meaning. 


Mr Davidson’s final disservice to Mr 
Balogh, though not to Russia, is to draw 
attention once more to the fact that the 
author supported reparations from 
current production. The fact that the 
other Powers once agreed that repara- 
tions might be taken when Germany had 
balanced its payments, does not alter the 
truth of my statement that it was a 
Russian thesis—nor does it become better 
economics.—Yours faithfully, 

Your REVIEWER 


Dangerous Corner 


Sir,—In a leading article on January 
27th you say “first things must come 
first. And incomparably, the first thing 
for Britain is that the Atlantic alliance 
should hold fast.” I am sure that there 
are many besides myself who regard this 
as one of the most shocking statements 
ever published by The Economist. “ My 
country, right or wrong” may have some- 
thing to be said for it, but to adopt as 
the motto of the Foreign Office “ some- 
body else’s country, right or wrong” is 
to base our foreign policy on the most 
blatant form of expediency. The first 


things for Britain must always be 
principle and justice, and justice is not 
something to be reserved for one’s friends 
and denied to one’s enemies. If we feel 
that we are bound by the Cairo Agree- 
ment to bring about the return to the 
present Chinese Government of 
Formosa, if we feel that the Chinese 
Communist Government should have a 
seat on the Security Council, even if we 
feel, on maturer consideration, that the 
crossing of the 38th parallel by the 
United Nations forces was in itself an act 
of aggression against North Korea, then 
we must say so publicly, even if by so 
doing we run the risk of offending our 
American friends. 


To judge by the general tone of your 
article you have so little confidence in the 
good sense of the people of the United 
States, and in their readiness as believers 
in democracy to conform to the will of 
the majority, even though it is against 
their own views, that you feel the 
greatest risk we can run is to lose the 
support of the United States by voicing 
our own opinions. The partnership 
between America and ourselves which 
you regard as the only hope for the sur- 
vival of this island if another war comes, 
and which I regard as the only hope for 
world peace and the defeat of Com- 
munism, requires, as you say, loyalty and 
mutual forbearance; but unless the 
partnership is based on honesty it will 
achieve nothing, and if it is obtained by 
the sacrifice on our part not only of the 
right to speak our minds but also of the 
right to stick to our principles, it can 
only result in the destruction of demo- 
cracy and justice as we understand it.— 
Yours faithfully, H. D. WaALston 

London, S.W.1 


[Mr Walston should read our article again. 
So far from wishing to abridge “ the right 
to speak our minds” or “the right to stick 
to our principles,” the article affirmed them. 
We have never been afraid of frank speech 
to Americans ; they always respect it, as the 
last two weeks have shown. Policy must, of 
course, be based on moral principles (is it 
not a moral principle to act in loyalty to 
those who have been, and will be, your best 
friends?) but it is the purest hypocrisy to 
pretend that the policy of a great power 
can be based solely on  moralising 
generalities—particularly when, as Mr 
Walston’s examples show, they can be given 
such queer applications. The true argument 
against the actions of the United States 
Government is not one of morality (for if 
that is the major consideration, the Chinese 
have behaved much worse) but of pru- 
dence ; and the most imprudent thing we 
could do would be to permit the Atlantic 
alliance to be broken.—EbITOoR.] 


Ambassadors to Spain 


Sir,—You seem to have gone badly 
astray in your note in The Economist of 
January 13th. You contrast the attitude 
of the Left to Spain with the lack of 
volunteers for Korea as symptomatic of 
loss of direction by the Left. That is a 
false comparison, as any disciple of the 
New Statesman could soon tell you. 

To the Left, Spain was a struggle 
between socialist democracy and fascism 
—or so it was thought at first. Korea 
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is a struggle between a “ people’s 
democracy ” and the near-fascist Syngh- 
man Rhee regime, which provoked the 
North Koreans even if it did not attack 
them first. 

So, if you make an analogy with 
Spain, the International Brigade would 
be fighting for North Korea and not 
Syngham Rhee. British laws of treason 
and a slightly different view of Com- 
munism are among the reasons why the 
Left in Britain has not responded in the 
same way. Our native Communists have 
had a correspondent with the North 
Koreans and some have sent medical 
supplies. The non-Communist Left has 
been content to assume the discarded 
mantle of Colonel Blimp in the late 
thirties: “Gad, Sir, Garvin 4s right. 
There’s only one way to stop these 
bullying aggressors—find out what they 
want us to do and do it.”—Yours faith- 
fully, NEVILLE BEALE 

Ruislip 


Keynes Behind the Curtain 


Sir—In The Economist of January 
13th, after justly exposing the “ extraordi- 
nary irrelevance, the effect as of ineffec- 
tively flailing fists,” etc., as characteristics 
of a review of Keynes’s “General 


Theory” in a Soviet journal, you pose 
the important question: “ what manner 
of mind is expected to be convinced, 
swayed, or strengthened in its convic- 
tions by this piece of epileptic inconti- 
nence?” Your answer is somewhat 
astonishing : Presumably it is the Russian 
mind, and the educated Russian mind at 
that. One only needs to look into the 
discussions of economic questions in 
“Russian Wealth” and other “ thick” 
journals intended for the average 
educated reader in pre-revolutionary 
Russia to become convinced that it is 
not the Russian manner of dealing with 
questions of economics which presents 
itself in the Soviet review. Le style, 
cest homme, true. But this style, 
“ Dshugashvilese,” as Koestler 

it, is not the style of educated Russians 
of today. It is Communist style, inaugu- 
rated by Stalin and adopted by Com- 
munist writers and speakers in all 
the countries where there are Com- 
munists. 


The real intention of articles of this 
kind in the Soviet press is precisely 
to show “the kind of view that is 
expected of a theoretical economist in 
Moscow.” It is not necessary that he 
should be convinced, neither is he 
expected to be. The only thing needed 
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and expected is that he sh 5 
as if he were convinced Ould behave 


As to the genuine reaction of the 


Russian reader, I can recall my own 
experience. In 1939-41, as a student of 
history at the University of Moscow, | 
passionately and industriously searched 
in articles like that under consideration 
I was searching for grains of truth 
about the outside world. This “jp. 
veighing ” article on Keynesian Theory 
had I read it in 1940, would have shown 
me that there are people abroad trying 
to find a way out of the capitalist system 
without revojution and “ dictatorship of 
the proletariat,” and that some of them 
seem to have found a theoretical possi- 
bility of eliminating at least the most 
unpleasant phenomena, such as economic 
crises and unemployment. 

It is true that the kindly souls who 
demand “open-hearted, cards-on-the- 
table, man-to-man approach to the 
Soviet should study the style.” Bu 
must the West deal with the Soviet? 
Instead of dealing with the Stalinists 
should it not try to deal with Russians ? 
The Jatter have not been approached so 
far.—Yours faithfully, 

S. V. Urecuin 


New College, Oxford 


Books and Publications 
The Rise of the Expert 


The British General Election of 1950. 


pages. 218, 


Ir Nicholas has written a straight- 
forward, fair, thorough and readable 
account of last year’s general election. 
Nuffield College, which sponsored the 
study, must feel that the value of the 
experiment first made in 1945 has been 
entirely confirmed. This book has the 
same essential merit as its predecessor, 
Mr R. B. McCallum’s “The British 
General Election of 1945”: that is to 
say, it combines detachment with the 
ability to enter understandingly and even 
sympathetically into the spirit of an 
election campaign as it exists for all the 
three main parties. 

The nature of the 1950 election is 
summed up in the fact that Mr 
Nicholas’s most important and interest- 
ing chapter deals with party organisation. 

The parties might differ in their 
attitude to a planned economy. They 
were at one in their addiction to planned 
electioneering. 

The Conservatives had full-time party 
officials in charge of all but 15 of the 542 
constituencies in England and Wales. 
The inferiority of Labour organisation 
was in this respect more apparent than 
real. Though there were many fewer 
full-time Labour agents (279 in Great 
Britain) they were concentrated where 
the party headquarters wanted them ; of 
the I1I5 constituencies that Transport 
House regarded as marginal, all but 
fourteen had full-time agents. The 
Liberals’ organisational weakness was not 
in numbers—350 of their 475 candidates 
had the services of paid agents—so much 


By H. G. Nicholas, Macmillan. 353 


as in experience and training. In 
general, there had never before been such 
a concentration of power in the hands of 
the party central offices staffed by, and 
working through, a class of full-time, 
professional political workers—among 
whom there often exists, as Mr Nicholas 
points out, the cameradarie of experts on 
opposite sides of the fence. 


It is a matter of argument how far the 
rise of the “ back-room ” professional is 
a direct and simple reflection of the 
development of modern techniques of 
persuasion, and how far it has been 
accelerated by the pigmy stature of con- 
temporary political leaders. This issue 
Mr Nicholas does not discuss directly. 
It is significant, however, that the things 
he analyses carefully are the manifestos, 
the party broadcasts, the election 
addresses, the methods of canvassing and 
the social, vocational and educational 
classification of the candidates. Mr 
Churchill’s is the only personality to 
receive any definition at all, and that 
thanks chiefly to the detailed account of 
his friendly exchanges with the Man- 
chester Guardian. Even the Prime 
Minister and his five best-known 
colleagues are barely mentioned except 
for their ‘Specific actions or statements: 
four Cabinet ministers do not appear in 
the index at all and the remaining seven 
have twelve references between them. 


Mr Nicholas gives a lively account of. 


the campaign: perhaps the chief 
criticism must be that too much of the 
detail is confined to his elaborate account 


of the newspapers’ (not, in fact, the 
Press’s) treatment of the election. It 
would be difficult by this time to draw 
any novel conclusions. The paradox of 
the 1950 election was that the campaign 
was serious-minded, honest, “demure,” 
and yet it failed to perform satisfactorily 
any of the major functions of an election. 
It failed to return a Government with an 
adequate majority: it provided a man- 
date for nothing but the sort of 
moderation that can too easily mean 
getting the worst of all possible worlds: 
and use of the conspiracy of near- 
silence on foreign affairs and defence, 
together with the ignorance or cowardice 
about economic issues that was wide- 
spread among the candidates—it con- 
tributed disappointingly little to the 
political education of the electorate. Mr 
Nicholas is not to be blamed if his book 
has some of the same characteristics. 
There is an admirable statistica 
appendix by Mr D. E. Butler. Its main 
conclusions must, however, be treated 
cautiously. Mr Butler points out the 
existence of what he calls a “bias 
the electoral system: for any given total 
of votes over the whole country Labour 
will get fewer Parliamentary seats than 
would the Conservatives with the same 
number of votes, because so many 
Labour votes are “ wasted ” in piling UP 
huge majorities in places like the Durham 
coalfield. This is not in dispute, but 
there are three dangers of misinterpr 
tation: (1) This is no new development 
and its existence in no way “explains 
the failure in 1950 of arithmetical rules 
which were supposed to fit the facts 
without any such allowance. (2) The 


statistician is looking for a tidy relation- 
ship between votes and Parliamentaty 
seats, and what appears to him #8 ¢ 
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“bias” is mot necessarily an unfairness 
or a defect in the electoral system ; the 
political theorist may well argue that 
votes in solid “one party” areas should 
be subject to some discount in represen- 
tation. (Such refinement of argument is, 
of course, irrelevant for both the big 
parties, since to them the advantages of 
the non-transferable vote in single- 
member constituencies far outweigh the 
unfavourable weighting of votes that it 
makes possible.) (3) It cannot be 
assumed that the bias of the relation 
between votes and seats is necessarily 
also a bias as between opinions and seats. 
Mr Butler points out that the poll in 
safe Conservative constituencies was 
lighter than in safe Labour con- 
stituencies, and it may well be that the 
Conservative elector is more inclined 
than the Labour elector to leave things 
to his neighbours when he feels sure 
that the job will be done for him, The 
“wasted ” Labour votes in Durham may 
have a parallel in inhibited Conservative 
votes in Sussex. 


An Awful Example 


The Cambridge History of Poland: 
From the Origins to Sobieski. Edited 
by W. F. Reddaway and others. Cam- 
bridge University Press, 607 pages. 428. 


The Cambridge University Press 
planned this two-volume history of 
Poland as long ago as 1936. The 
volume covering the period since 1696 
appeared in 1941. The war has delayed 
the publication of this, the mediaeval 
volume, until 1950. Some of the con- 
tributors are dead, others have been cut 
off from the Polish archives by the mis- 
fortunes of war or by the political trans- 
formation of Poland since 1945. It is 
therefore not surprising that the volume 
already has the air of being out of touch 
with recent research, especially in rela- 
tion to the earliest history of Poland. 

_ Nevertheless the book is of great 
interest and value, especially because 
there is no other full and scholarly 
history of Poland in English or French. 
The truly epic political history of Poland, 
from its first emergence in the path of 
the German Drang nach Osten during 
the reign of Otto the Great down to the 
raising of the curtain on the first act 
of the Polish tragedy at the end of the 
seventeenth century, is here told with 
commendable clarity and fullness. The 
economic, social, religious and cultural 


history is dealt with more superficially 
and patchily and is not clearly integrated 
with the political story. Nevertheless 
anyone who reads the book with under- 
standing will perceive the fascinating and 
instructive idiosyncracy of the Polish 
State. 

Poland is history’s awful example, for 
in Poland alone of the European states 
monarchy never won the battle against 
the land-owners. Even Hungary, the 
closest parallel, had its period of success- 
ful autocracy under the Angevin and 
Hunyadi dynasties. But the burden of 
Polish history is the recurrent efforts and 
failures of its kings, Piasts, Jagellons and 
Vasas alike, to establish an hereditary 
royal supremacy. The clue to their 
failure is to be found in the success which 
the land-owners had in eliminating the 
towns from economic and political 
power, for by so doing they destroyed the 
only ally which could have ensured the 
success of the monarchy. The monopoly 
of production and commerce which the 
Polish gentry secured for itself helped 
to make Poland one of the largest and 
richest states in Europe in the sixteenth 
century, but the land-owners neither 
would nor could give the Republic that 
order and security which alone could 
have saved it from partition. 

Despite the fact that this volume has 
twenty-three contributors the essential 
unity of Polish history emerges from 
their narratives. But the volume is not 
free from the pit-falls which so often 
embarrass collective work. The worst 
fault is that each contributor has been 
allowed to spell the names of persons and 
places as he fancies to the confusion of 
the reader who does not know, for 
example, that Kassa and Koszyce are the 
same place or that Wladislaw and 
Ladislas are the same person. 


Big Business 


Social Aspects of Enterprise in the 
Large Corporation. By George Hurff. 
Pennsylvania —_ University Press (London: 


Geoffrey Cumberlege), 133 pages. 16s. 


The problems of economic size and 
of the locus, nature and motives of enter- 
prise in the large organisation are 
generally discussed in this country in 
terms of the nationalised industries, 
which exhibit them most acutely. Mr 
Hurff’s book demonstrates that to the 
greater part of them the issue of public 
or private ownership is irrelevant. Sheer 
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magnitude, with the separation of func- 
tions and dispersal of ownership which it 
involves, raises them in its own right. 


“Social Aspects of Enterprise” dis- 
claims both comprehensiveness and 
profundity ; but it is neither superficial 
nor am-:eurish. The author skilfully 
economises space, energy and his 
readers’ time by constant reference tc 
the literature of the subject, from Alfred 
Marshall to the latest legal judgment, 
and builds up a significant and stimulat- 
ing picture of the implications—econo- 
mic and juridical as well as social—of 
great size. From the point of view of 
pure economics its most striking feature 
is the separation, with the rise of the 
salaried executive class, of the tradi- 
tionally profit-rewarded functions of 
dynamic innovation and adaptation from 
the legal right to receive profit. Profit, 
it appears, may serve as a yardstick long 
after it has ceased to offer a direct per- 
sonal incentive—though Mr Hurff is 
careful to point out that indirectly it 
may have as big an incentive value as 
ever, The “division of the corporate 
usufruct” between executives, labour 
force and shareholders has ceased, he 
holds, to be capable of determination on 
purely economic grounds—an argument 
of unmistakable political importance. 
The legal elements of the picture can 
hardly be fully appreciated, in this 
country, except by those equipped to 
draw the necessary international com- 
parisons in company law ; they are, how- 
ever, well worth study regardless of the 
reader’s nationality, particularly as they 
concern the position, powers and 
accountability of directors. 


But perhaps the most valuable section 
of all is that dealing with large-scale 
enterprise as a form of human co- 
operation. Here, Mr Hurff argues, is 
the “limiting” or “ strategic ” factor in 
progress today; “failure to cope with 
it” (ie., human collaboration in the 
purposive change which is the stuff of 
enterprise) “imperils the very basis of 
our social and economic order.” One 
wishes that he had dealt at greater length 
with the questions of communication, 
incentive, group loyalties, leadership and 
ethical conflicts on which he touches in 
this chapter; but here as elsewhere he 
has been skilful in indicating essentials, 
placing them in relation to one another, 
and setting up guide posts for reference 
and further study. 
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The cool season — May to 
August — is the best time to 


Park, the Natal Coast and 
the Victoria Falls. 
Particulars from:— 
Head Office: 3 Fenchurch Street, 
London, E.C.3. 
West End Passenger Agency: 
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Wisdom and Learning 


International Law. The Collected Papers 
of Sir Cecil J. B. Hurst. Stevens and Sons, 
302 pages, 308. 


_ Sir Cecil Hurst joined the legal de- 
partment of the Foreign Office in 1902, 
serving for 27 years and becoming its 
head in 1918. The Second Hague Con- 
ference of 1907, the London Naval 
Conference of 1908, the manifold prob- 
Jems of the first world war, the drafting 
of the Covenant, the creation of the 
World Court, the Treaty of Locarno 
were items in his legal practice. He also 
appeared as counsel for Great Britain 
in international cases, including cases 
before the World Court. In 1929 he 
left the Foreign Office for the bench of 
that court, being its president from 
1933-36. In 1943-45 he was president of 
the War Crimes Commission. 


Sir Cecil’s main contribution to inter- 
national law is, of course, to be found 
in diplomatic archives and in the records 
of the court. But he also did much for 
its scientific study, as chief founder and 
for some years editor of the British Year 
Book, as a member of the Hague 
Academy, as president of the Grotius 
Society in the difficuit days ot 1940-46 
and as chief founder of the new Inter- 
national Law Quarterly in 1947. The 
papers now collected comprise two 
presidential addresses, seven Year Book 
articles between 1921-29, a course of 
twelve lectures to the Hague Academy 
én 1926 and two recent Grotius Society 
papers. The Hague lectures and one 
address are here for the first time pub- 
lished in English. 

The Hague lectures give an illuminat- 
ing account of diplomatic immunities. 
Three of the papers concern the nature 
and development of international law, 
three touch on aspects of the claims of 
individuals against foreign governments, 
three relate to rights over the sea or the 
sea-bed and one considers the effect of 
war on treaties. The range of the 
papers. is thus somewhat limited and 
there is nothing on the greater issues of 
peace ‘and war or on_ international 
organisation. Within their chosen 
range, however, the papers are full of 
anterest and show an admirable com- 
bination of legal learning and practical 
wisdom. The two most recent papers 
are not the least important. One pro- 
vides a stimulating introduction to the 
study of the new claims which are being 
made to oil and other resources of the 
ocean-bed ; the other advocates the 
scientific re-statement of international 
law by jurists rather than further 
attempts at codification by governments 
and has exercised a wide influence on 
modern thinking concerning codification. 
The publication of his collected papers 
is a happy tribute to a loyal and dis- 
tinguished servant of international law 
on his eightieth birthday. 


Problems of Partition 
The Austrian Economy Since 1945. By 
K. W. Rothschild. Roval Institute of Inter- 

national Affairs, 82 pages. 7s. 6d. 


The economics of partition have rarely 
been studied. In Eurepe, they can 


best be examined in Austria, which has 
experienced them twice in twenty-five 
years—the first time in the collapse of 
the Habsburg Empire, and the second 
time when it was prised loose from 
the Greater German Reich in 1945. 
This second disintegration, which Mr 
Rothschild describes with a wealth of 
instructive statistics, coincided with the 
economic separation of the satellite 
states from the west, to which Austria 
belongs. Mr Rothschild sets forth the 
several stages through which this severely 
tried country has fairly successfully 
passed from war conditions. Its cur- 
rency reforms are of particular interest ; 
for the Austrians were experts in money 
muddles. The reform plans were well 
conceived, but were never fully carried 
through, because the country was not 
willing to pay the price for success. This 
was almost inevitable, since it is ruled 
by a coalition of two antagonistic, almost 
equally strong parties, the Socialists who 
represent the wage earners and the in- 
dustrial urban population, and the 
Christian Social People’s Party, repre- 
senting the farmers, the small shop- 
keepers and the handicraftsmen (a good 
deal of Austria’s industrial output con- 
tinues to come from the latter’s work- 
shops). This particular feature és not 
sufficiently stressed in Mr Rothschild’s 
otherwise very comprehensive picture of 
Austria’s social structure. He is on the 
whole a believer in the country’s future. 
Yet he barely touches on Russia’s claims 
on “ German property in Austria,” which 
have so far barred the way to peace and 
prosperity. Were they satisfactorily 
settled, Austria could easily become the 
playground of the western world, for her 
mood is far more “playful ” than that 
of her much sterner Swiss rival. 


An Intimate Biography 


The Life of Joaquim Nabuco. By 
Carolina Nabuco. — Stanford University 
Press. London : Geoffrey Cumberlege. Oxford 
University Press. 373 pages. $5.00. 4os, 


This intimate biography of an out- 
standing statesman is, naturally, of 
primary importance to his own country- 
men, and in Brazil it has appeared in 
three editions since it was first published 
in 1928. Ronald Hilton’s translation 
brings to the English speaking world an 
opportunity of understanding the com- 
plicated relationship of one of the largest 
—and in some respects the most 
important — of the Latin-American 
countries with the United States and 
Great Britain. 


Joaquim Nabuco was a man of extra- 
ordinary versatility He was an intel- 
lectual dilettante, an historian of note, 
a recognised writer, and an accomplished 
linguist, who wrote in French as well as 
Portuguese, and lectured to American 
university students in English. He was 
an affectionate family man who brought 
up his children with wisdom and 
tolerance; a polished diplomat of 
acknowledged finesse, charm and 
achievement; and an _ impassioned 
crusader for the cause of slave emanci- 
pation, and for the ideals and practice 
of Pan-Americanism. 
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All this is made apparen : 
daughter, who writes his Esepet t 
a loving sero er that ; 
verges on the fulsome; and 
translator has served her ace 
superlatives which would appear natural 
in the original Portuguese, and to readers 
of a more spontaneous and ardent tem- 
perament, become cloying in a more 
temperate idiom. 


His public career falls into thre 
equal phases. The rise of the Brazilian 
Liberal Party gave him the Opportunity 
to enter parkament in 1879, at the age 
of 30, and for ten years he waged, and 
won, an unremitting fight for the free. 
dom of slaves in Brazil. On the declars- 
tion of the Republic he abandoned 
politics, because of his monarchis: 
principles, in spite of invitations to join 
the new government, and for the nex: 
ten years devoted himself to writing 
until political evolution and the modif.. 
cation of his own views made it possible 
for him to put his talents once more at 
the service of his country. The last ten 
years of his life were crowned by a dis. 
tinguished diplomatic career, first 2 
Minister in London, and later as 
Ambassador in Washington, where he 
did much to forward the plans {or 
Pan-American Union. 


It is perhaps given to few men to te 
able to say, as Nabuco did: “ Within 
the sphere of activity which I had pre- 
scribed for it, my life is concluded. ... 
To me, my life, when viewed in this 
happy light, seems to be a beautiful 
dream which Divine Providence, as « 
special favour, permitted to come true.” 


Layman’s History 


History Today. Edited by Peter 
Quennell and Alan Hodge. 72 Coleman 
Street, E.C,2, Monthly, 2s. 6d. 


It is a pleasure to notice the birth of 
a new and serious monthly periodical, 
instead of the more usual and melancholy 
business of writing the obituaries of old 
favourites. History Today, whose 
second number—for February—has jst 
been published, springs fully armed in @ 
place where the ranks have grown pé- 
ticularly thin—the treatment of history 
as a serious subject, but presented 2 
such a way that it can be enjoyed and 
explored by the intelligent layman % 
much as by the professional. The 
magazine’s aim is to have articles writtes 
by professionals with a gift for expos 
tion, and to draw the reader on by illus 
trations. Certainly the first two numbers 
have produced a dazzling array of expetts 
—Mr G. M. Young on Mid-Victorian- 
ism, Miss C. V. Wedgewood on Sul- 
ford, Mr Alan Bullock on 
Historian’s Pu , and Mr G. D. #. 
- on The Social Structure of Eng- 
and. 


It is to be hoped that History Today 
will fall on fruitful ground, coming =* 
it does at a time when British histone 
studies—especially on the political side 
—have never been more ably conducted, 
and when external danger has given th 
normally indifferent Englishman * 
revived interest in his own heritage. 
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Have you lost your memory for figures? 


Call Burroughs for help 


A BUSINESS can suffer from bad memory, too. 
If its office departments fail in the job of 
providing figures to order—the organization 
is losing its grip. 

Nearly always these ‘blackouts’ in the office 
result from a persistence in figuring methods 
that belong to the past. These lead to an 
increasing back-log of delays that can only 
be reduced by hard cash. 

Keep your budget balanced by calling 
Burroughs. The problem of high-speed 
calculating can be solved now by a modern 
Burroughs business machine that exactly 
Meets your requirements. 

You'll realize that as soon as you're getting 
the vital facts and figures when you need 
them—and in the way you need them. 

Ask, first, about models 51435 and 51455 
—the British-made, key-driven, non-listing 
adding-caiculating machines. 





The new Burroughs factory at Strathleven, Scotland, 
ts now turning out an increasing supply of business 
machines for home and overseas markets, 





You can count on Bu rroughs 


ADDING « CALCULATING - ACCOUNTING « STATISTICAL MACHINES 





ACCUMULATES GROUP TOTALS 
AND GRAND TOTAL 


Where a grand total of individual 
results is required, the Duplex 
Adding-Calculator gives maximum 
speed, simplicity, and accuracy. 
Special features are: positive regis- 
tration of full key values, a column 
lock that prevents operating errors, 
direct subtraction without use of 
complements. 

ADDS, SUBTRACTS, MULTIPLIES, 
DIVIDES, ACCUMULATES. 
THIRTEEN COLUMNS OF KEYS. 
CAPACTTY : 


£9,999 999,999. 19. 11 


BURROUGHS ELECTRIC DUPLEX 
ADDING-CALCULATOR (British made) 





BURROUGHS ADDING MACHINE LIMITED, 


AVON HOUSE, 


356-366 OXFORD STREET, LONDON, W.1 


Factories: 


NOTTINGHAM (EST. 1898) ; STRATHLEYEN, SCOTLAND 


OUTSTANDING VALUE 


oe 


LIFE ASSURANCE 





The first number of HISTORY TODAY sold out 
within a week of publication. The second 
humber is on sale now. 

HISTORY TODAY, a half-crown illustrated monthly 
magazine, is concerned with every branch of our 
past experience. Its articles, written by experts, 
have a wide and general appeal. The illustrations, 
ftom prints and photographs, are profuse. 

Contributors to the second number include 


D. W. Brogan, G. D. H. Cole, A. J. P. Taylor, 
Cyril Falls and others. 


‘ISTORY TODAY costs 2/6d. and is obtainable from your usual 
newsagent or bookseller, or by annual subscription of 30/- 
ftom: History Topay, 72, Coleman Street, London, E.C.2. 
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a wider view 


Is it your habit, during the weekend, to settle yourself in a chair of 
the deeper sort and to take a weekly view of the world through a 
window of printed words? Add the Manchester Guardian Weekly 
to that window of yours. It will widen the view—and perhaps 
add depth to it. 


Here, for your leisured consideration, is a week in the world of 
events presented with an adult appreciation of what makes news. 
Here is comment that follows not a party line but an honoured 
tradition of editorial freedom. And here is the week in those other 
worlds of music, books, the arts and the theatre paraded 


in lively, well-informed review. Clear panes for a wider outlook ! 


The 
MANCHESTER GUARDIAN 
WEEKLY 


Every Thursday, price 3d. 18s. 6d. a year posted to any part of the woria 
Order from your newsagent — he can supply regularly 


To be published for the 
COLUMBIA UNIVERSITY PRESS 
on March Ist 


The second edition, completely revised of 
THE COLUMBIA 


ENCYCLOPEDIA 
£8. Os. Od. net or $25.00 


THE COLUMBIA ENCYCLOPEDIA provides a single 
comprehensive volume in which to find the facts on any 
subject quickly and without confusion. It contains 70,000 
clearly written, accurate and up-to-date articles for the non- 
specialist on any subject. These articles are arranged alpha- 
betically with cross references to related subjects and are 
followed by bibliographies for further reading. The many 
entries on Americana provide the most complete guide to 
the United States to be found in any general Encyclopedia, 
and are of outstanding interest to all those who have business 
or other connections with the American continent. They 
include separate articles on every place in the United 
States with a population of 1,000 or over, and on every U.S. 
President, every Supreme Court Justice since 1908, and all 
outstanding Senators and Representatives. In addition, 
the Encyclopedia contains seven tables which include a 
table of the elements and a table of weights and measures. 


COLUMBIA UNIVERSITY PRESS 
OXFORD UNIVERSITY PRESS 











THE ECONOMIST, Febroary 19. 1 


personally and independently 
recommended by 


Ashley Courtenay 


“ My foot is on my native heath,” and though my 
name is not Mactivegor, 1 can supply you with 
authoritative information on Britain's best hotels. 
My “ Shop Window” below may he of help to 
you in holiday planning, but for other districts, 
please write to me, enclosing @ stamped 

envelope to 68, St. James's Street, London, sw. 


ant 


BEMBRIDGE, 1.0.W. for your holiday. 
ROYAL SPITHEAD HOTEL offers comfort 
and good food. Direct access to beach. Sports, 

y i welcomed. Fully licensed. 
Brochure on application. 4. C. Selwyn, resident 
Managing Director. 


BROADWAY, Wores. THE LYGON ARMS. 
Always im season, though there are many whe 
feel its mellowness is enhanced when the 
curtains are drawn, for it is then they appreciate 
the log fires, cooking in the best English trad!- 
tion, and a pleasantly warmed bedroom 
complete in its comfort. Tel: 5. 


HAWEHURST, Kent. COLLING WOOD 
HOUSE HOTEL. In this historical and lovely 
Georgian home, the art of gracious living is 
still practised. Warmth, unusual comfort and a 


high standard of catering will be your tot. | terms 35/- to 47/6d. per day. Tei: Clougnion 


For Brochure write, N. Allan-Smith. Tei. : 


3350, 


HYTHE, Kent. HOTEL IMPERIAL. Holiday 
this year on the Kentish Coast, at this mag- 
nifieently equipped hotel facing the sea. 50 
acres garden, private Golf Course, A large num- 
ber of rooms with private bath; some private 
suites, Fine Ballroom and Cocktail Lounge. 
AA, RAS. Vel: O744L 


JERSEY,C.1. Si. BRELADR'S BAY HOTEL. 
(ist Register). 1) brs. flight from Londen. 
Flowers, sunshine and an equable climate. 
Completely sheltered, facing the sea and the 
south. Now booking for Spring. Detaile with 
pleasure from R. H. Colley. Tel. : St. Aubin 1. 


MINEHEAD, Somerset. NORTHFIELD. 
Situated in 3-acres of grounds, aims at . 
standards of catering and comfort AT ANY 
TIME OF THE YEAR. Convaleecence? 
A Honeymoon? Or jast in heliday mood ? 
Exmoor, the sea, and Nerthiield make a happy 
combination. Tel. D 





people of many nations. 





HOTELS 






| sands. 1-hole Golf Course ada 
| ‘se adjoining. ¢ a 
| food, well-stocked cellars, attractive Cocke 
Bar and Sun Lounge. Every room with 
view. (Private bathrov : & ra 


pms avails ; 
W. Polgiaze. Tel: D1 Write, 





Sussex, MOOR H 
NINFIELD. ALL HOTE 
(Cooden Reach 4 miles), has the ( ountry oe 
_ you may be seeking, Rix 
Stables ; Saturday Dances; Hani Tenet 
Court; Golf; Cocktail Bar, and always some 
one genial to meet. Tel. : Ninfield 339. 

















—- REACH 
ress for a Srarinie 
yt Here, on the edge of a sand beae 
with boats, fishing, safe bathing and fine wale 
are added the finishing touches of comfortaic 
— a fare and ample ¥atage 





SALCOMBE, 8. Devon. 
HOTEL. What a lovely ad 
holida: 
































SIDMOUTH, Devon. BELMONT : 
A.A. Appointed. A first-class aaron 
noted for its excellent food, and occupying the 
finest. position extending to the wa trout, 
Through-coaches daily from Waterloo. Privase 
Suites. Gas fires. Private bathrooms Lit, 
Fully licensed, Tel. : Sidmouth 1261, 












































RAVENSCAR, 
Scarborough 


RAVEN HALL HOTEL 


A completely self-contained, fully license! 
holiday hotel, Heated sea-water Bathing Pool 
| hole Golf Course, Putting, Hard Teunie 
Bowls, Billiaris, Dancing (Oreheostra)—all fre 
| to residents. Riding available. Fully inchene 
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SCARBOROUGH, 
ROYAL HOTEL 


Planning a sunny, bracing holiday this year? 
Write Tom Laughton, Resident Director of ike 
superbly situated hotel, providing exceileat 
food, delightful surroundings, light music, 
dancing and comprebeusive hi liday asses 
Rarly application is esseniial Terms u- & 
3O/- per day. Tel: loa 





















































EASTER is EARLY 
this year, but not too early to enjoy the Spring 
sunshine and flowers at 


TORQUAY'S 
GRAND HOTEL 


es booking for Easter. For tariff write 
































E. Paul, General Manager. Tel: 2254. 








Speck in the ocean... 


Though a mere speck in mid-Pacific, Fanning Island has * 
place of importance in the affairs of the world. For sts here 
that the trans-ocean telegraph cable of Cable & Wireless Lid. 


makes a brief appearance on land before continuing 1 
journey along the sea bed. Day and night a small sufi 
vigilantly watch the instruments as the messages PO! 
through — messages of state, messages of commerce and 
simple messages of love and friendship to the ordinary 


The Cable and Wireless Gompany owns and operates 155,000 miles 
submarine cable supplemented by an efficient network of wireless channel 
Theirs is the world’s biggest communication system, with stations 1” 8°" 
five countries, providing an instant, secure and highly efficient medium 
passage of Government, Press and social messages. 


CABLE AND WIRELESS LIMITED 


for the 


Electra House, Victoria Embankment, London, w.C2 


VSG 
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AMERICAN SURVEY 





Atlas of the 


Washington, D.C. 

HE great debate on foreign policy had lost its greatness 

a couple of weeks before General Eisenhower came 
back from Europe. He had expected to have to take off his 
coat and join in a fight ; instead he could put on his best 
uniform and join a parade. For some time before he made 
his appearance in the Library of Congress, the mysterious 
processes by which the American public makes up its mind 
and transmits its decisions to its elected representatives had 
been operating. And its decision was that Mr Herbert 


| Hoover was a great statesman who had made an important 


and timely speech, that every sentiment expressed in it was 


| admirable, but that it would be disastrous to follow his 


suggestions. 


This is not as contradictory as it seems. Probably most 
Englishmen would be delighted if circumstances made it 
possible to disregard anything that happened on the 
Continent. Equally most Americans would like to be able 
to disregard anything that happens across the Atlantic. The 
difference between them is that people in Britain had to 
abandon rather earlier the pleasant illusion that such a course 
was possible, so that the Little Englander is almost extinct 
while the Little American, for whom Mr Hoover is the chief 
surviving spokesman, can still be found in significant 
numbers. And there are many more who can be found ready 
to raise a nostalgic cheer whenever the suggestion is made 


that the responsibility of power can somehow be lifted from 
their shoulders. 


Mr Hoover unwittingly seems to have played the part of 
the tap at the bottom of the sump of a motor-car. When he 
was turned on the dirty oil drained all over the road. All 
the irritations which had been accumulating in the minds of 
his speech-writer, his friends and a large section of the 
public appeared—and they were not a pretty sight. But 
the engine had been emptied and left ready to receive the 
clean oil of General Eisenhower. “ We cannot either indi- 
vidually or nationally,” he said, “afford to: look over our 
shoulders with a suspicious thought that our friend is not 
doing as much as we are.” Nobody else in America today 
could have dared to tell the assembled Congress to change 
80 radically its established view of foreigners ; but nobody 
clse, equally, would have taken the precaution earlier in the 
speech to put Congressmen in the right mood to accept what 
he had to say by assuring them that “I know you have no 
end to serve except the good of the United States.” 


" By doing no more than voice his own faith and deter- 
mination,” the Alsop Brothers wrote, “ Eisenhower measur- 
ably altered the Washington atmosphere even before his 
departure for Europe,” and by doing so made his task on 
his return so much easier. And M. Pleven helped by arriv- 
ing in Washington and giving an impression of French morale 
very different from anything the United States had been led 
‘0 expect. As far as anyone can discover, the General made 
"0 Important revelations of fact to the various Congressional 
~ommuittees with which he talked in private. It would be 
hard to think of any important new facts which he could 
have revealed. But he gave the impression that at last there 
"as someone in high places who knew what he was doing, 





Free World 


knew what he wanted to do and had a superb confidence 
that all would come out right. No more was necessary. 


Since the beginning of the Korean war Washington has 
suffered from too little leadership at home and too much in 
Tokyo. Part, at least, of General MacArthur’s support has 
come from the belief that, although in theory he should keep 
his mouth shut, anything he had to say would probably be 
more relevant than anything being said at home. Mr 
Truman is, as the 1948 election proved, well-liked. But 
popularity is not enough when there is a critical situation in 
the world ; and confidence in him has been declining. Mr 
Acheson can prove brilliantly that other men’s policies are 
stupid and illogical; he is less successful in persuading 
anyone that his own are right. General Marshall is trusted 
completely—and his team in the Defence and Service 
Departments, with the exception of Mr Matthews, the 
Secretary of the Navy, make their opposite numbers in 
London look a sorry bunch—but he cultivates his own 
Department and makes no forays into general policy. The 
rest of the Cabinet hardly counts in the present mood. 


The American people may be sturdy believers in demo- 
cracy and perennially suspicious of politicians and bureau- 
crats. They may like electing Hardings and Coolidges and 
Hoovers in times of peace. But they want strong leadership, 
and they want it from an individual who can speak for him- 
self when things look dangerous. Mr Truman has been a 
fox terrier at bay, rather than a President guiding his nation 
through a crisis. When answering questions about such 
things as controfs, he has reminded people of the wartime 
joke about “I didn’t say there was any sense in it ; I said it 
was our policy,” instead of showing that he knows where he 
is going and how fast he wants to go. Last week General 
Eisenhower took over a part of his job for him and was at 
once recognised as the only man to do it. It is not only 
the combined armies of the free world which he must lead 
from now on ; its political unity also rests on his shoulders. 


All this, of course, is very depressing for Senator Taft, 
who showed his realisation that he must walk warily by 
refusing to comment on the General’s speech until he could 
see a little more clearly which way the wind was blowing. 
At this moment, after his victory in November, the Senator 
has a firm grip on the Republican National Committee. If 
the convention were to be held tomorrow he would undoubt- 
edly be nominated for President on the first ballot. Those 
of his party who dislike his ideas and mistrust his ability to 
carry the country would be swamped by a double argument 
—that a Republican victory was certain and that, since a 
liberal candidate had failed in 1948, a conservative should 
be chosen this time. Seventeen months from now, when 
the convention is held, Mr Taft will still be strong and the 
same arguments will still be convincing—aunless they have 
been invalidated by General Eisenhower. 
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It is expected that the General will be prepared to resign 
some time in the spring of 1952 and, once he has resigned, 
he will be a possible, though by no means a certain, candi- 
date for the Presidency. It would be an exaggeration to 
suggest that he would be popular with the high priests 
of the Republican Party. He is not one of them. But his 
supporters might be able to organise a revolt of the kind 
which won the nomination for Mr Willkie in 1940. And, 
worse still, the regulars might have to admit defeat and 
accept him out of fear that, if they did not take him, the 
Democrats would. Few people doubt that General Eisen- 
hower could win as a Republican against anybody the 
Democrats could find and as a Democrat against any 
Republican—especially Senator Taft. 


How much General Eisenhower wants to be President— 


- even whether he wants to be President at all—nobody knows. 


He showed quite clearly in 1948 that he disapproved of 
soldiers in politics. But he also must know, and a year from 
now will know even better, the dangers of having a man like 
Mr Taft in the White House. It may be easy by then to 
persuade him that it is necessary to keep the Senator out, 
even at the cost of going in himself. 


Productivity and Inflation 


[FROM AN AMERICAN CORRESPONDENT] 


BeroreE the last world war Dr E. G. Nourse, the well-known 
and conservative economist, in his book “ Price-Making in a 
Democracy,” took the automobile industry as the out- 
standing example of the advantages of passing technological 
progress in industry on to every section of the community 
by means of reductions in prices. The chairman of the 
General Motors Corporation was another who then held 
that this course was economically preferable to that of raising 
wages as productivity increased. Yet today the automobile 
companies are in the vanguard of the firms that think in 
terms of pushing up wages, and it was the General Motors 
Corporation which, in 1948, first dabbled in unorthodoxy. 
In 1950 that company dived head first into the new era of 
“ wage-boosting,” long advocated by trade union economists, 
and was followed by many other leading firms. That was 
the year when wages were raised by greater amounts than 
ever before, when higher welfare payments were granted, 
especially for retirement benefits, and when the trade unions 
in return accepted long-term agreements providing for five 
years of industrial peace. 

Until last year growing familiarity with the implications 
of gains in productivity was producing more settled wage 
policies and more widespread understanding of the infla- 
tionary aspects of labour controversies. Now this trend has 
been checked and the responsibility for stopping inflation 
has been placed on direct and indirect controls. But the 
authorities in charge of credit and fiscal policies do not yet 
show full awareness of the duty that now rests upon them, 
and as a result the danger of future inflation is acute. In 
1950 the incomes of American wage and salary earners rose 
by $21.3 billion and in the last quarter of the year they were 
running at an annual rate of $155.9 billion. This sharp climb 
was the combined outcome of gains in productivity, increases 
in the cost of living, labour’s loud demands for higher wages 
and an unseemly haste on the part of large corporations to 
give labour what it wanted. There is even a suggestion of 
“ connivance ” in the fact that management’s record profits 
in 1950 left it with no tenable grounds on which to refuse 
wage increases. 
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At the end of last month the Department of Commer, 
published its estimates of gross national product (its Seems 
of the country’s output of goods and services) in real term, 
based upon the 1939 price level. In the usual terms ¢f 
current dollars, as the accompanying chart shows, much of 
the remarkable growth in national product has been due 1 
inflation, the result of increases in prices, not in acty 
production. The Department’s new calculation demonstrat, 
that real output gained only 75 per cent from 1929 to 195 
The annual rate of gain per person employed comes out at 
1} per cent; on a man-hour basis it is rather more thay 
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2 per cent, owing to reductions in hours of work. In 1950, 
however, this rate of gain seems to have been at least 7 per 
cent, decidedly above the average. 


In the automobile industry the gains have been remarkable. 
When the number of cars and trucks produced is related 
the number of General Motors’ workers, it appears thi 
productivity rose by 22 per cent in 1949 compared with 1948 
and by yet another 25 per cent in 1950. In 1949 average 
weekly hours worked rose by 4 per cent, but this, like the 
increases in productivity, was in large part the consequence 
of a smoother flow of materials, which reduced the stoppages 
on assembly lines. As a result, the income of the Generdl 
Motors Corporation rose from $440 million in 1948 © 
$656 million in 1949 and to a rate of $850 million in 1950. 
Average weekly earnings of the company’s workers rose from 
$64 in 1948 to about $72.50 in 1950; at the present ume 
annual earnings average around $3,750. 

The improvement in productivity in the last two years * 
now being translated into estimates of the output of the 
economy for war and civilian purposes. Senator Taft he 
suggested that the share of the total product to be taken by 
the federal government be restricted to 25 per cent, and 
this view appears to be shared by other Senators who do 
always agree with Senator Taft ; in fact, it is not mud 
below the official budget request of $714 billion. In i 
following table the figures are given in 1950 dollars; i 
government total includes the expenses of state and loa! 
governments, but excludes all transfer payments :— 


$ billion at 1950 prices. 


Fiscal Years ended 
June Bw, 
1 1952 ) 
Gross National Product .............- 263-4 310 
Government Share (goods and services 
only, exclusive of transfers) :— 
Detenng 5.63 ees CA SiS 13-5 ae 
NE iis eg vik sec bbkidks hs 29-7 A 
~ o2—" 
Balance available for civilians ....... 220-2 a 


There would thus appear to be room for an increasts 
the two years, of mo more than about 5} per cent in 


civilian consumption and capital formation, which, 
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ree rising population, implies a smaller per capita rate of increase. 
ure This is difficult to reconcile with current wage settlements. 
is, Inflation, in fact, is not being directly stimulated at present 
af by budget deficits, but is largely the outcome of the 
of phenomenal growth in labour’s total pay. This growth comes 
to in part from higher wage rates, but it also comes from greater 
‘ual employment, especially in the better paying industries. It 
ates is clear that increases in productivity will permit wage scales 
50. to move upwards ; but since such increases will take place 
tat in defence as well as in civilian industries, they give every 
han promise of exceeding, at constant prices, the growth in the 


consumers’ share of total output. 


In these circumstances heavier taxation is badly needed, 
as is a savings campaign to make up for the $500 million by 
which redemptions of Series E savings bonds (held mostly 
by the lower-income groups) exceeded sales in the last six 
months. The “ pay-as-we-go” principle of taxation has 
extraordinarily wide support but, from present indications, 
the savings campaign is no more likely than are debt manage- 
ment policies and monetary controls to be adequate to stem 
the inflationary tide in the near future. 


It is possible that in the last ten years the country has 
learned that inflation can prevail and that goods are therefore 
| more desirable than dollars. But it is not yet widely under- 
stood that emphasis on the creation of purchasing power 
must be reversed when it is prices and not employment that 
continue to rise. Americans are willing to tax themselves, 
but they still want, and take it for granted that they deserve, 
wage increases to cover rises not only in productivity but in 
the cost of living and in taxes. 


American Notes 


Ten Billion « Package Se 


This time there is even less reason than usual to think 
that the taxes finally approved by Congress will be closely 
related to the Administration’s proposals. It was only a first 
instalment of those proposals that the Secretary of the 
Treasury, Mr Snyder, laid before the Ways and Means Com- 
mittee of the House of Representatives on Monday. Presi- 
dent Truman sticks to his view that his budget of $71.6 





ears i billion for 1951-52 should be balanced by raising $16.5 
of the billion in additional taxes. (He does not pretend that this 
aft has will prevent inflation, but: it would require a remarkable 
bes by President to propose a budget surplus.) Last week Mr 

aol Truman proposed that Congress should now quickly write 
Mt, e a Bill for a first “ package” of $10 billion of new taxes, and 
- . promised suggestions for the further instalment of $6.5 


billion later in the year. His argument for the split was that 
In the Government expenditures would rise very rapidly during the 

text few months, and one instalment of taxes must therefore 
de rushed through. The point was put rather more bluntly 
by Mr Snyder, who argued that, since $10 billion would 
certainly be needed, it was sensible to get this out of the way 


and then concentrate Congressional controversy on the 
nded second & package.” € ngr y 
eet As a way of trying to shake Congress out of its traditional 
slowness and i ndence in preparing tax measures, this 
'S probably as good a strategy as the Administration can hope 
-0 ‘0 devise ; but it does not look like being effective. Congress- 
Mo ns ‘he hee 8 anxious as ever to take their time and see, in 
Site he hope that all the extra taxes for 1952 can eventually be 


9305 disposed of in one Bill—which would certainly mean that the 
— resident got no new taxes at all until the middle of the year. 


ase, ove! ssmen are stating with customary vigour the two 
‘jn ttl ents for raising less money than the Administration 
ch, with *mands—without, of course, denying the principles of sound 
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money and balanced budgeting. One argument is that the 
Administration has underestimated the yield of current taxes; 
the other is that the expenditure proposed in the President’s 
budget can be cut. It is significant that some Democratic 
“Fair Dealers” have joined the Republicans in this view. 
But a very big proportion of non-defence expenditure (which 
is about $20 billion) would have to be cut before it made 
much difference to the budget as a whole. Few Congressmen 
are prepared to claim that a tax increase of at least $10 billion 
can be avoided in the course of the year—and that alone 
means raising federal taxes as a whole by one-fifth. 


* 


The President, arguing that the poor are too poor to pay 
and the rich too few, would concentrate this burden on the 
middle and lower-middle income groups. The Administra- 
tion proposes that the lower exemption limit for income tax 
should be left unchanged, but the rate of tax should be raised 
by a uniform 4 per cent of taxable income whatever its size: 
This would yield $4 billion. The rates of tax both on 
corporation incomes and on excess profits would be pushed 
up 8 per cent, to yield another $3 billion. The capital gains 
tax would rise from 25 to 373 per cent. The remainder of 
the $10 billion would come from increased excise taxes on 
cars (the tax rising from 7 to 20 per cent), on many other 
durable consumer goods (from 10 to 25 per cent), on cigar- 
ettes, petrol, beer and spirits ; various luxuries (including 
golf clubs) would bear new taxes. Congress will not follow 
the President’s suggestions for choice but, if in the end it has 
to find more than $10 billion of new money, it will be able 
to drop some of them only by finding instead a substantial 
new source of revenue ; a retail sales tax is the only possi- 
bility that has been seriously canvassed as yet. 


* * * 


Sickness on the Railways 


The coal miners’ long standing reputation for being 
the sick men of American labour has recently been taken over 
by the railwaymen. For the second time in six weeks there 
has been an epidemic of absenteeism amongst members of 
railway unions on the grounds of sickness. This excuse was 
used in the hope of escaping the legal penalties which would 
be incurred by an avowed strike against the government. 
The Army has been nominally in control of the railways ever 
since last August, when the special processes of mediation 
provided for railway disputes were exhausted and a strike was 
imminent. The argument actually concerns certain of the 
operating unions only: the conductors, firemen, engineers 
and so on are claiming the 40-hour week, with no reduction 
in pay, which the non-operating unions have already won. 


An agreement providing for a wage rise was in fact reached 
after the first outbreak of “ sickness ” in December, but the 
40-hour week was postponed until 1952 at the earliest, when 
it was hoped the manpower shortage might be cased. The 
union rank and file refused to ratify this agreement, and the 
employers therefore accused the railwaymen’s leaders of bad 
faith. As a result, negotiations were completely suspended 
until last week; when they were resumed, there was no 
indication that the employers were prepared to make the 
concessions without which a lasting settlement would appear 
to be impossible. The railwaymen may not be physically 
ill, but they can hardly be blamed for being sick of a dispute 
that has now dragged on for nearly two years, during which 
other trade unions have had little difficulty in getting what 
they wanted. The present stoppage was precipitated by the 
wage freeze which made the men fear, although probably, 
unnecessarily, that their last chance had been lost. 


It was in fact only the switchmen who caught the latest 
sickness, but their absence from work tied up the ntarshalling 
yards in the main railway centres to such an extent that 
military supplies were delayed, passenger services were intet- 
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rupted, embargoes had to be placed on mails and industrial 
operations were seriously affected. There is no sympathy 
felt for the railwaymen’s methods, but a good deal for their 
claims. This is presumably why the Director of Defence 
Mobilisation, asking the men to go back to work because 
they were endangering their country, adopted a more 
moderate and conciliatory approach than had been expected. 
At the time of writing the switchmen seem to be returning 
to work, but slowly and without enthusiasm. The moment 
has come when the government, which has been in charge of 
the case since last August, should show more energy and 
initiative in seeking a cure for the railwaymen’s complaint. 


* * * 


What Price Credit ? 


Hostilities between the Treasury and the Federal 
Reserve Board flared up again last week when President 
Truman attempted to make it appear that the Board had 
surrendered unconditionally to the determination of Mr 
Snyder, the Secretary of the Treasury, not to permit any 
change in the level of interest rates. A 2} per cent yield 
on long-term bonds has been maintained since early in the 
last war by Federal Reserve purchases at pegged prices ; 
the consequence has been to deprive the central bank 
authorities of any effective regulation of the supply of credit. 
Banks wishing to expand their loans have been able to sell 
their government securities without loss to replenish their 
reserves. Mr Snyder’s announcement that the 2} per cent 
rate would not be exceeded in financing mobilisation turned 
these long-term bonds virtually into demand notes. 

Officers of the reserve system quickly and indignantly 
denied that they had promised any more than the main- 
tenance of orderly conditions in the government bond market, 
and outside commentators expressed pained surprise that the 
President had attempted to dictate policy to an independent 
agency responsible to Congress. From the record of the 
meeting, some of the President’s enthusiasm for freezing 
bond prices seemed to be based on unhappy memories of 
a Liberty Bond bought during the first world war, which, 
when he cashed it, was selling well below par. No one seems 
to have pointed out that present savings issues are immune 
to fluctuations, 


* 


Mr Snyder nailed the 23 per cent yield to his mast—and, 
incidentally, scoffed at those who harboured the delusion that 
fractional changes in the interest rate can be effective in 
fighting inflation—in announcing that holders of Series E 
savings bonds, now beginning to mature, would be offered 
cash, a ten-year extension on the same terms, or a 2} per 
cent savings bond. The real test, however, will come in the 
second half of the year, when the Treasury must refund 
$32 billion of outstanding securities, and may call in another 
$12 billion. Together, this would involve nearly one-third 
of the total marketable debt exclusive of bills. Mr Snyder 
points out a rise of } per cent in financing the public debt 
would cost the government another $1.5 billion a year. 


There js still time, therefore, for the issue to be debated, 
and a forum is provided by the Senate hearings now opened 
on the Economic Report. Mr Keyserling, the chairman of 
the President’s Council of Economic Advisers, and one 
member, Mr Clark, have already submitted a statement 
arguing that the confidence of investors must not be shaken 
by falling bond prices, and that inflation can best be cured 
by rapid economic expansion. In their view, general credit 
restriction would hamper expansion, and selective controls, 
on inventory loans, as well as housing and consumer credit, 
are to be preferred. 


The Federal Reserve Board might take its case to 
Congress ; last year a subcommittee under Senator Douglas 
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concluded—though the Treasury turned a deaf ear—thy 
the Federal Reserve’s views should prevail over those of th 
Treasury when the control of credit was at stake. cn 
Douglas, at least, is still of the opinion that any money od 
the Treasury by keeping down interest rates artificially is jog 
many times over through rising prices of goods the gover. 
ment buys. It is not likely, however, that the Feder) 
Reserve will challenge the Treasury on the specific issue of 
yields and prices ; Mr Marriner Eccles, the Treasury's moy 
formidable critic on the Board, recently testified thar 
I’m not one who would say that any central bank . . . shoul 
enforce its will. But it does seem to me that the Governmen; 
should recognise the dilemma that a fixed pattern of interes: 
rates creates. 
Mr Eccles, speaking only for himself, urged that Congress 
resolve the dilemma by giving the central bank new powers 
to replace those it has lost, such as the right to impose reserve 
requirements on all commercial banks, not merely on 
members of the system, the right to require banks to main- 
tain a secondary, special reserve of government bonds or 
cash, and perhaps powers to require savings institutions to 
hold a proportion of their assets in government bonds. 


* * * 


Congress Weighs the Draft 


General Eisenhower has taken time off from his other 
duties to put his shoulder to the wheel of General Marshall's 
Bill for universal military training and service. This pro- 
posal, including, as it does, lowering the draft age from 19 
to 18, and lengthening the term of service from 21 to 27 
months, is bogged down in Congressional fears of the 
embattled mothers of America. The service committees at 
naturally anxious to show that they have exhausted every 
other source of manpower before they take the unprecedented 
step of calling up boys of 18 in peacetime. Though the 
veterans in the draft age groups, 19-26, are certain to remain 
immune, there are other protected classes. As Mr Vinson, 
the chairman of the House Armed Services Committee, 
remarked, the present conscription Act is like a sales ta 
passed just before an election—all exemptions. 


Some Congressional suggestions are clearly unprofitable. 
Stories of 4-F’s, the rejects who, while not strong enough 
to carry a rifle, manage in civil life as prize fighters or base- 
ball players, have given Congress an exaggerated idea of the 
number that can be recruited from this group. Mrs Rosen- 
berg, the new Assistant Secretary of Defence in charge of 
manpower, receiving her baptism of Congressional fire, put 
the number in the end at not more than 80,000. Veterans 
with only short service might supply a few more, though most 
of them were discharged for physical reasons. Raising the 
age limit would take men who would not make such good 
soldiers and who had already acquired industrial skills 
Occupational deferments can be squeezed. The big or 
cession the Department of Defence has made to Congres 
sional sentiment is to agree to summon some 300,000 
childless married men, now deferred by Presidential order. 
But this is only on condition that the final Bill does 1 
prohibit the conscription of the 18-year-olds. There 1s ¢ 
good deal of feeling, as well, that if they are called up, thes¢ 
boys should not be sent overseas until they are 19, but 
General Marshall has pleaded that this would tie his han¢s 
in an emergency. 

The Department of Defence perhaps made an error ® 
presenting its case so largely as a question of balancing - 
manpower accounts. Congress is inclined to believe th 
from one source and another the forces can reach thei 
3,462,000 goal without the 18-year olds. This would allow 
a very small margin, and does not take into account the need 
for replacements. But, most important, it ignores the ne 
for creating a big back-log of trained men who could spriné 
into action in an emergency in three months, rather 
taking a year and a half to train. 
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While Congress hovers on the brink, the strain on the 
eighteen- and nineteen-year olds themselves is becoming 
unbearable. The colleges have been depleted by panic 
enlistments of young men wishing to assure themselves at 
least of the service of their choice by volunteering. General 
Marshall has had to promise that men whose call-up is post- 

ned because they are at college will not necessarily lose 
their freedom of choice. 


* * x 


Dry Rot in the RFC 


The Senate Banking Committee, in the course of its 
year-long investigation of the Reconstruction Finance Cor- 
poration, the government’s largest lending agency, has 
already Jaid bare a number of cracks in the structure. It has 
now. reported that the whole agency is, in the words of 
Senator Fulbright, the committee’s chairman, “ infected with 
institutional dry rot.” ‘The general signs of the disease are 
said to be lack of resistance to political pressure, personal 
favouritism in making loans, failure to take expert advice 
and inefficient management. The particular symptoms that 
angered even the Democratic members of the committee were 
the apparent subservience of the directors to the White 
House, and the readiness of a Republican representative on 
the board to give special attention to recommendations 
coming from the Democratic National Committee. 


The directors of the RFC of course deny the Charges, but 
the Senate will probably make them an excuse for further 
refusals to confirm the board. All five members have held 
interim appointments since last August, when the Presi- 
dent completely reorganised the high command of the 
agency, in am attempt to silence criticism. His new 
appointees were known for their interest in the small business 
enterprises which are so dear to Congressional hearts and 
which are the chief, although not the most publicised, 
recipients of RFC loans. The agency has also been tryi 
to put its own house in order, by reducing its staff and 
tightening its operations in other ways, so as to cut expenses. 


But this has evidently not satisfied Senator Fulbright, who 
long ago prescribed a more drastic remedy. He has Bills 
before Congress which would require greater publicity and 
stricter terms for loans, and would replace the board of 
directors with a single governor. This is how the RFC was 
run in its palmy days, until 1947. Responsibility could thus 
be pinned on one man, whose position would be important 
enough to attract a first-class financial administrator to the 
job. Last spring the most satisfactory cure for the RFC’s 
dry rot might have been to pull down the agency altogether ; 
uselul as it was during the depression and the war, such 
government lending hardly seemed necessary in times of 
peace and prosperity. But with the Korean outbreak, the 
RFC once more became an important part of the govern- 
ment structure. Not only is it in charge of the synthetic 
rubber programme and the Texas tin smelter, the only one 
in the western hemisphere, but under the Defence Produc- 
tion Act the RFC is also concerned with the granting of loans 
(0 encourage industrial expansion for defence purposes. 


*® x * 


Doctoring the Hospitals 


A long-standing quarrel inside the Veteran’s Admini- 
‘tration has come to a head with the replacement of the 
medical director, Dr Paul Magnuson, by Vice-Admiral Boone, 
once the White House physician. Dr Magnuson declares 
te did not resign, but was discharged because he believed 
the veterans’ hospitals, which will soon number 170, with 
- 150,000 beds, should be run by medical men, rather 

“bureaucrats.” In his five years of service, Dr 
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Magnuson has helped to make veterans’ medical care second 
to none, chiefly by enlisting the wholehearted co-operation 
of the medical profession. One point at issue has been his 
insistence that mew hospitals, under the VA’s present 
$750,000 building programme, should be placed near medical 
schools, where they are easier to staff and the best civilian 
advice is available. Mr Gray, the Veterans’ Administrator, 
has, however, been unable to resist Congressional pressures. 
A number of hospitals have been built in isolated com- 


munities and several have been unable to open because of 
lack of staff. 


This tendency to slip back into political control of the 
veterans’ hospitals is all the more deplorable in view of the 
present general shortage of doctors and nurses and the cer- 
tainty that it will become more acute. The nation’s hospitals, 
which admitted the record number of 17 million cases in 
1950, are already losing their doctors and nurses ; by July, 
more than 14,000 medical men will have been called up 
under the “ doctors’ draft,” most of them men who received 
their medical education at government expense and have 
done little or no military service. Those left behind will 
have new civil defence duties. The position would be easier 
if the unification of medical services recommended by the 
Hoover Commission had not been blocked by the hostility 
of vested interests, notably the veterans’ organisations. 


Inside the forces, however, a single medical policy council 
has been created under the chairmanship of Dr Meiling. 
As director of medical services for the Department of 
Defence since 1949, Dr Meiling has been prodding the 
services to pool their facilities. He is now asking the civilian 
hospitals, in step with military ones, to lower their require- 
ments for doctors and nurses, to make them go round. 
President Truman’s decision that veterans’ hospitals must 
accept Korean wounded is another sign that the barriers set 
up by tradition and interest are being broken down. 








Your 
American 
banking 


connection 





Trade with the dollar areas frequently may be 
expedited by the services of a bank such as the 
Chase which has extensive facilities in the 
United States aad which has valuable 
correspondent banking relationships in every 
commercially important ceater within this area. 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 
A United States Corporation with Limited Liability 


LONDON — 6 Lombard Street 
51 Berkeley Square Bush House, Aldwych 








~ 
¥ 





324 





Enter a 
Champion ! 


15- SAVINGS CERTIFICATE 
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Pays you bigger interest—free of income tax 


The new 15/- Savings Certifi- 
cates are now on sale. They are 
even better value than the 
previous issue and unquestion- 
ably to-day’s finest gilt-edged 
investment. 

See how they earn. They’re worth 
20/3 in ten years’ time—equivalent to 
£3.0.11 per cent p.a. interest over the 
entire period. 

No income tax to pay. The interest 
which Savings Certificates earn is 


free of income tax and is equivalent 
to a gross interest of £5.10.9 per cent 
(taking into account the present 
standard rate of Income Tax). 


You and every member of your 
family can have 500. These are in 
addition to permitted holdings of any 
previous issues you already hold. 
The new National Savings Certificates 
are obtainable from Post Offices, 
Banks or through a Savings Group. 


THE BEST INVESTMENT FOR NATIONAL SAVERS ~ 
Issued by the National Sevings 


BIGGER INTEREST 
ON DEFENCE BONDS, TOO! 


From February Ist 1951 there is also @ 
new issue of Defence Bo 
bearing an interest rate of 3 per 
cent. Ask your Bank, Stock - 
broker or Post Office 
for full details. 
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THE WORLD OVERSEAS 





Trade Union Triumph in Germany 


(From Our Special’ Correspondent) 


ANY observers of theGerman scene have been surprised 
M at the way in which a crisis has developed over the 
German Trade Union Federation’s demands for Mitbestim- 
mungsrecht, or right of joint management in the iron, steel 
and coal industries. The whole subject has appeared unwieldy 
and as exclusively German as its name. There seemed little 
reason for British concern about it ; for the German trade 
unions had proved themselves moderate in their wage 
claims and, it seemed, were only asking that the labour 
representatives in the decartelised steel firms should continue 
to sit on the boards after the concerns were released from 
Allied control. One of the avowed aims of the unions was 
to use their directorships in order to keep out the old owners 
—and that is also the intention of the Occupation Powers in 
breaking up the Ruhr combines. The unions, in fact; seemed 
to be reasonably justified in threatening a strike if their 


demands were not met by a law presented to the Bundestag 
by February Ist. 


A number of misconceptions, however, lie behind this too 
complacent attitude. The German trade unions’ longing 
for joint control of industry goes back to the infancy of their 
movement. It is linked with their desire for unity of the 
organisation which, in turn, is connected with their present 
eflort to remain independent of any political party. 
The leaders still have in mind the split in the unions 
which enabled Hitler to destroy them so easily. 
Numerous statements by Herr Boeckler, the chairman of 
the Trade Union Federation, and other leaders leave no 
doubt that the present demands are only the thin— 
though not very thin--end of a very large wedge. 
Mitbestimmungsrecht is the name for a syndicalist revolu- 
tion that has little to do with trade unionism as known to 
the TUC or with nationalisation as known to the British 
Labour Party. It means, in general terms, the establishment 
of a corporate state within a state, in which power would 
be exercised without democratic responsibility by joint 
organisations of trade union representatives and employers. 
If the one party chose to oppose the other, the result would 
be chaos ; it would be equally unfortunate if, on the other 
hand, they compounded on measures to’ raise and share 
profits at the expense of the consumer, and of the stability 
of the currency. That the latter development might take 
place is indicated by the way in: which the union leaders 
Support cartels and vertical trusts in the Ruhr. In either 
event, if would mean the end of an independent trade union 
movement, and of overall regulation of the economy by a 
democratic government. It would also weaken the works 
councils in favour of the union headquarters. That it would 


mean the end of the independent business man goes without 
saying, 


Pyramid of Committees 


The main provisions of the Trade Union Federation’s 
demands were made public last year. They fall into two 
‘ections. First, they provide for the establishment of a 
Pyramid of boards, chambers of commerce, or in the latest 
phraseology, “ Senates,” to deal with industry as a whole, 
with similar organisations for agsiculture ; secondly, they 
demand a fifty per cent representation of trade unionists in 


the Aufsichtsrat (board of directors) and Vorstand (board of 
managers) of every individual company over a certain size. 


During last year, conferences between the “social 
partners” and the Government took place, with the object 
of arriving at an agreement which could form the basis*of a 
Mitbestimmungsrecht law, to which the Government is 
in principle committed. They broke down, chiefly because 
the employers, though willing to have representatives of the 
works council in the Vorstand, objected to giving seats on 
the boards of directors to nominees of trade union head- 
quarters. 

The TU Federation then seized upon the loophole left 
by the fact that the British, when segregating the steel 
manufacturing firms out of the Ruhr combines, installed 
labour directors in the boards under a Trustee who 
nominally acts for the High Commission. This arrangement 
was extremely annoying to the owners, and hints were 
dropped that it would be abolished when the industry was 
finally regrouped and returned to the Germans. The trade 
unions thereupon presented their strike ultimatum. The 
arrangement, they claimed, must not only be retained in the 
iron and steel industry, but extended to the coal companies. 
After that, it is clear, will come the chemical industry—and 
then the rest. If the Government and Bundestag do not 
conform, the strike weapon will be used again. The chief 
factor that might well stop the union leaders from proceeding 
further on the road to syndicalism would be reluctance on the 
part of the workers to down tools on this issue ; they realise 
this possibility, and may overcome it by associating wage 
claims with demands for further Mitbestimmung. 


Why Government Gave Way 


The trade unions have gained an astonishing victory in the 
negotiations which have just taken place. In view of the 
extreme hostility of the employers it can only be explained 
by the Government’s fear of a strike and the fact that the 
settlement is specifically confined to those heavy industrial 
firms which fall under Allied Law 27. For this latter reason 
the Government hopes that it cannot come into effect until 
the industry reverts to German hands. At present, British 
military regulations prohibit even a meeting of a board of 
directors of the decartelised mining companies, or a change 
in the board. 


The settlement provides for the following organisation in 
the iron, steel and coal companies: 


(1) two out of the eleven members of the board of directors 
(Aufsichtsrat) to be nominees of the main trade union 
concerned, and two more to be trade unionist employees of 
the firm, who will be nominated by the works council, and 
may be rejected by the TU headquarters ; 


(2) a fifth director to be nominated by the trade union 
but to be a neutral individual having no connection with 
the industry ; 


_-(3) the employers to have similar rights of: nomination 3 


(4) the “eleventh man,” as he is popularly termed, will 
be an expert and an arbitrator, who will be nominated: by 
the rest of the directors. . The general meetings are to elect 
the nominees. 
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In the board of managers (Vorstand) a labour manager will 
sit with the technical and commercial managers—all of them 
on a year’s probation unless they are already tried men. 
Finally, two new bodies, called “ Senates,” will be set up 
over the steel and coal industries to resolve disputes and 
give recommendations. They will consist of nominees of the 
employers and unions chosen by the Government. 


This agreement has been passed in principle by the Upper 
House and will go to the Bundestag on February 14th. There 
it will have the support of the Christian-Democrats, out of 
loyalty to Dr Adenauer, and of the Social-Democrats (who, 
however, do not entirely favour the syndicalist revolution, as 
opposed to nationalisation). But Dr Adenauer’s coalition 
partners, the Free Democrats and the Deutsche Partei have 
expressed their indignation at the way in which parliament 
has been asked to rubber-stamp a demand made under threat 
of a disastrous strike. They represent the embattled ranks 
of employers and shareholders, now fighting under the banner 
of democracy. 


Dr Adenauer is already in a weak position owing to his 


_ support for German rearmament. With the Social-Demo- 


crats rapprochement on internal matters is not likely to go 
far enough to make a “grand coalition” possible, though 
there is some reason to hope that the antagonists may 
agree to a bipartisan foreign policy. It is, therefore, possible 
that Mitbestimmungsrecht may disrupt Germany’s first post- 
war democratic government, with incalculable effects on 
international politics. 


Communist Defections 
in Italy 


[FROM OUR ROME CORRESPONDENT] 


Just what tint of liberty has been chosen by the two North- 
Central Italian Communist hierarchs and deputies, Valdo 
Magnani and Aldo Cucchi, both -aged thirty-nine, both 
academically distinguished and both voted into Parliament 
triumphally in 1948 as heroes of the partisan war, has still 
to be seen. . But to: learn that two Emilian Communist 
Deputies have “ resigned” from the party is in itself a piece 
of news which is, on a small scale, almost as disconcerting 
as Mussolini’s “ resignation” of his premiership announced 
so baldly one evening eight years ago. One does not at this 
stage quietly shift one’s seat from the Communist terminus 
along to an adjoining sector in the parliamentary amphi- 
theatre. The only sector adjoining that of the Communists 
is that of the Nenni Socialists. The Nennian party at its 
recent national congress (also held in the lush political atmo- 
sphere of Emilia) radiated such a Muscovite atmosphere 
that the few remaining advocates of constitutional method 
within its bosom, though led by one of the sons of the 


THE ECONOMIST, February 19, js 


illustrious Matteotti, felt it more prudent not to 
mouths ; while Lelio Bassi, a Nennian revolutionary myc) 
in accord with Lenin but a little out of tune with Stal 
was also given the cold shoulder. It can hardly a 
refugees from the great big sister party. a 

Next further along is the PSU (United Socialist Party) 
striving to serve as hyphen between Nenni and Saragat, by, 
by the time one reaches the PSU, which is at the momen; 
also holding its congress, in Turin, one rubs shoulders wit, 
Ignazio Silone, a co-author of The God that Failed. It woui; 
be as well then perhaps to take the jump to the unblushj 
Atlanticism of Saragat’s PSL (Democratic Socialist Party) 
There is, however, quite a different route of exit from 
Muscovite Communism—that which leads in the first place 
into Left Wing Catholicism. 


The Patriotic Heresy 


This may prove to be the way chosen by Magnani, whos 
defection had been preceded signs of insubordination ; 
fortnight ago at the provincial unist Party congress at 
Reggio Emilia. (This was one of the many provincial con 
gresses now being held for the promised but unpromising 
national Communist congress of a few weeks hence: and the 
national congress tions were the motive of the suddea 
January trip to Russia of the two acting chiefs of the party, 
Longo, the party Blimp, and the dark and subtle Secchia, 
to consult with the convalescent Togliatti.) Magnani at the 
local congress fell into the heresy of “ equidistance,” saying 
that the Communists would fight whoever from any side 
committed aggression against Italy. Somewhat notably it 
fell to Umberto Terracini to administer the party reproof. 
Terracini, by length of service (he was indisputably 
one of the founders of the Italian party, an honour somewhat 
dubiously now ascribed to Togliatti), length of prison term, 
and brilliance of intellect (he presided admirably over 
liberated Italy’s first parliament), should be very high indeed 
in the party hierarchy. In fact, however, he is tainted by 
suspicions of heresy, and himself incurred clamorous reprool 4 
year or two ago for a show of “ equidistantialism ” not ualike 
Magnani’s. Terracini has long been wooed to come out 
and become a national leader, but orthodoxy has prevailed 
with this truly notable man. Cucchi’s defection is much 
more surprising than that of Magnani. He is one of the 
silent, tough and highly decorated men whose function had 
been felt to be not to reason why. It is not entirely 2 
surprise that something “ Titoist” has happened in th 
central stronghold of rural Communism: there wee 
premonitory rumblings even in 1949 when the city 0! 
Bologna had to shoulder a general strike on questions of 
international policy. The personality of the defectors \ 
however, unexpectedly conspicuous. 

Explicitly Titoist splinters exist in Turin and Mili: 
but they are small and obscure enough to allow of the 
suspicion that they have been created, or utilised, by th 








‘Another JOHN PERRING Enterprise 


13 BROMPTON ROAD. KNIGHTSBRIDGE. 8.W.3 Phone . KN. 1777 


Jacqmar have a very large stock of fine 


worsteds and woollens and substantial quantities 
are still being woven from yarn bought before the most 
recent rises in wool prices. 

Jacqmar ask their customers not to buy 
beyond their immediate and reasonable requirements 
so that the finest and newest selection of worsteds and 
woollens at fair prices will ceaieiiine to be available 


at Jacqmar 16 Grosvenor Street W.l. 
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Engineers. think of felt as 
the versatile material which can be 
die-cut, chiselled, machined. They 
wont it for goskets, filters, buffing 
rollers, shock absorbers and innum- 
erable other important functions 
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! h ll k; 
! when will you know ? 
° . a 
Fashion designers wont felt , 
pA ; son taki’ 1 
for handbags, belts, furnishings, ; « 
slippers, hats in neat shapes and 4 Bandamail 200 
I u 
charmi eo They know felt ... makes light work of the heaviest post. In one minute, Bandamail 
wears well, is dependable and keeps : will open 500 letters of all shapes and sizes—the work of many 
its shape and colour L minutes by any other method—saving that vital time between the 
arrival of the post and its attention by the addressees. Every minute 
saved in your postroom is multiplied throughout your business. 
Whatever your interest—industrial, Even 50 letters a day justifies the use of a Bandamail—the hand 
domestic, fashion or medical, send operated mode! 200. 
your inquiries direct to BURY FELT 
MANUFACTURING CO. LTD. Hudcar 
Mills, Bury, Lancs. or 3 Snow Hill, BLOCK & AN DERSON LTD 
: London E.C.1. Phone: Central 4448. 58/60 Kensington Church Street, London, W.8 





Telephone : Western 2531/6. Branches throughout Great Britain. 














WHITE LEAD LADY 








PAINTED some two thousand years ago, this mummy portrait of an 
Egyptian Lady may be seen today at the National gallery .. . its condition 
almost as perfect as when the artist finished it. Among the pigments used 
in it was a familiar one... White Lead. It is a forceful tribute to the 
lasting qualities of White Lead that even twenty centuries of wear should 


leave it almost unaffected. 


nsession epicardial eeieiteethaetniegneapiaitmnaeniieieamipersmndiats, ethionine 


White Lead as a pigment gives—(1) Elasticity ; the paint follows 


the natural movement of the surface it covers without cracking or 
faking. (2) Great resistance to moisture. (3) Protection from the 


destructive acids of the atmosphere. (4) Long life; both on the 
job and in the tin, 
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By permission of the Trustees of the National Gallery, London 
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It took 
157 years 





This stainless steel cyclone was built for the 
manufacture of high octane petrol by the 
seventh generation of Newton Chambers 
engineers, It is one more proof of their 
ability to master an intricate and unusual 
problem in constructional steel work. All 
credit to these skilled men and to the 
experience inherited over 157 years from 
those who led the way to such achievement 


and helped to build the firm’s good name. 


Newton Chambers 


& COMPANY LIMITED OF THORNCLIFFE, SHEFFIELD 


ENGINEERS + CHEMICAL MANUFACTURERS 
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Opportunity 


EVERY YOUNG MAN employed by John Laingand Son Limited 
knows what opportunity means. He knows that directors and 
executives have worked their way up and that the same road 
is open to him. 

His ambitions will be encouraged. Then he will be given 
chance to prove any latent ability and, once Proved, to develop 
it both by study and by practical experience. 

This policy of selection, training and promotion, initiated 
30 years ago, is fundamental ; for the firm’s capacity to-day 
consists, first and foremost, of the knowledge, the skill and the 
will of men—men who have worked, and are working in 
climate of opportunity. This fact is one more guarantee of a 
good job for those who entrust their construction to John 
Laing and Son Limited. 


For speed and efficiency in building and civil engineering 


JOHN LAING AND SON LimuTeD Established in 1848 
London, Carlisle, Johannesburg, Lusaka 


What colour is 
more production ? 


That’s what we said: if you find a factory producing more, 
more quickly and efficiently, what colour do you expect 
to see on the walls, the machinery, the controls ? 

This question matters a lot, and of course there’s no single 
answer to it. But we do know an answer to eye-strain, 
greatest single factor causing fatigue and keeping pro- 
duction down. That answer is: careful colour planning. 
Dingy dark greys and browns, which cloak dirt instead of 
making it easy to shift, are not good enough—even posi- 
tively harmful sometimes. Yet at no extra cost, when 
painting, factories can be made lighter, more cheerful, 
easier places to keep clean and to work in. 

This improved atmosphere is always followed by im- 
proved production. 

: In ‘Factory Painting for Increased 
Productivity’ you'll find principles that 
can be applied with profit to any {2° 
tory, simply and interestingly set owt 
with practical illustrations in colow. 

"We will send you your copy, free of a” 

obligation, if you will write for # @ 

JOWN HALL & SONS (Bristol & London) LID 
HENGROVE, BRISTOL 4 








eoc nan 


- 5b Oodt ~~ 


a tg ee lee SS oe FS fee oe > st. oF. 


ie a i i 








or rea= & 








THE ECONOMIST, February 10, 1951 


Cominformists themselves as relatively harmless refuge for 
malcontents who might otherwise put beef into the PSU 
or join the Christian Trade Unions. The first i 

of the Emilian defection is that it is much more serious. 


France’s Trade Policy 


[FROM OUR PARIS CORRESPONDENT] 


Many policy officials in Paris are becoming increasingly 
anxious about France’s present trade policy and the effect 
which it is likely to have upon the health of the French 
economy in the coming period of rearmament. The huge 
military budget which the country has just accepted is on 
this view a burden which, if tolerable for a year or two, 
can scarcely be borne ad infimtum without an expansion in 
the French national income. The steps taken so far to meet 
this burden will impinge mainly on the already low standard 
of living of the working class. Expenditure on housing has 
been delayed and further indirect taxes have been proposed. 
Money wages are being kept reasonably stable, but rearma- 
ment and the consequent inflation must lead to a fall in their 
purchasing power. Some economic experts in the Ministry 
of Finance and National Economy, at the Quai d’Orsay and 
in banking circles, are therefore arguing that one of the best 
means of increasing prosperity and thus enabling France 
to support a rearmament programme is to adopt a far freer 
import policy. American experts in ECA fully agree with 
this opinion. 

When M. Queuille became Prime Minister in the autumn 
of 1949 and M. Petsche Minister of Finance, the French 
Government embarked upon a new economic policy. This 
included a tighter credit regime, the reduction of govern- 
ment expenditure and an increase in tax revenues. At the 
same time internal controls were gradually removed. This 
policy, which aimed essentially at curbing inflation and 
strengthening the franc, succeeded, thanks in part to 
American assistance in the form of raw materials and funds 
for the investment programme. It led to a great expansion 
in production. A further step towards French prosperity 
then remained to be taken. If France was to bring its 
industry up to modern standards it had to adopt a much 
freer once icy. In the absence of effective internal com- 
petition e impact of foreign competition would 
create flexibility and high productivity in French industry 
and thus bring about increased production and consumption. 
This step has unfortunately not been taken. 


Farmers Against Imports 


The traditional opposition to free trade has not weakened 
in postwar France. The peasants and even many urban 
Frenchmen cling to the belief that the strength of the 
Republic must be based on a prosperous class of agricultural 
smallholders and that this prosperity depends upon a high 

of protection. Rural protectionism has been 
strengthened in recent years by industrialists and their work- 
People, both of whom suffered heavily during the inter-war 
depression which hit France with particular severity. There 
18 no possibility that any major political party will take up 
arms against these ranks in this, an election year. 

From time to time the Ministry of Finance and Economic 
Affairs permits “shock imports” of consumption goods 
in order to hold down domestic prices. There is invariably 
a lively market for these goods among the French working 
class. Such genuine measures of liberalisation both satisfy 
a demand and stimulate the French producer to increase his 
Productivity—or would do so if they were not promptly 

rt pressure from industrialists and farmers. 

Apart from the harm it does the French nation this attitude 
toward trade is also a grave obstacle to France’s fulfilment 
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of its obligations under the European Recovery Programme. 
A glance at the French record in foreign trade over the last 
two years reveals the fact that its imports have actually 
declined since it undertook to liberalise its import trade. 


AVERAGE MONTHLY VALUES Of FRENCH TRADE 
(millions of dollars) 
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tr 














Imports Exports 
| OEEC eee OEEC 
j Total | Countries | Total Countries 
1949 :— | 
WUE iin ese cc cis oc 291-2 62-0 231-4 | 82-1 
a Saale stu eibes 302-2 65-1 245-8 93-9 
a ee een be eee 261-0 70-5 216-1 &2-9 
ee a: been sieeesees 238-2 72-6 210-3 76-4 
1950 :— 
re AE iss hc é ad 264-3 17-2 224-8 89-0 
Se ee eee Owe eee 257-6 68-3 232-6 97-8 
3rd so BOs kA aah e ba RS 217-7 56-5 228-8 103-0 
oe cen SO Ee i 268-8 ,2@.5 
WOONOUNOOE in kis isecevvcas i : 49 532:8 120° 
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This table indicates: (a) a slight downward trend in the 
general total of imports, quarter by quarter, as between 1949 
and 1950 with the sole exception of the period October- 
November ; (6) a more or less stationary position in the 
general total of exports until the sharp rise of October- 
November, 1950 ; (c) the establishment of a favourable trade 
balance for the first time in the third quarter of 1950, but at 
a lower level of trade than during the corresponding quarter 
of 1949 ; (d) most serious of all, a striking increase in the 
export surplus with OEEC countries in the second half of 
1950. Clearly, a liberalisation policy which limits itself to 
lifting quota restrictions and does not deal with tariffs is 
unreal. 


Doubts Among Neighbours 


Nor do the harmful consequences of French trade 
restrictions end here. They are, in fact, a very direct threat 
to France’s own proposals for a common sharing of the re- 
armament burden of the Atlantic powers. Rearmament in 
France will inevitably create strong inflationary pressures, 
and these will be aggravated as long as France insists on 
maintaining a substantial export surplus. Rearmament will 
also call for a larger governmental revenue. Sizeable con- 
tributions to this revenue have been promised from the 
United States on condition that the funds are used for the 
purchase of imported goods. Further aid might well be 
forthcoming from France’s neighbours if they are certain 
that the French Government would use these acquisitions of 
foreign currency not to build up the reserves of the Bank of 
France but to expand the flow of imported goods. In short, 
the picture seems to show that everyone is determined to help 
the French Government ease the burden of rearming—except 
the French themselves. 


Socialist Planning in Sweden 


[FROM OUR STOCKHOLM CORRESPONDENT] 


Tue chief asset of Swedish planning in the postwar years 
las not been a power to make correct forecasts of economic 
developments. On the contrary, that power has been con- 
spicuously lacking ; and the story of Swedish planning has 
been characterised by a number of disappointments, some of 
them very grievous. But, apart from events in 1946 and 
1947, the authorities have shown some capacity for adjusting 
the machinery of planning to new and unforeseen conditions. 
This flexibility has been facilitated by the fact that the 
“free” sector of Swedish economic life has all along 
remained quite large. 


The Swedish welfare state does, no doubt, suffer from 
serious deficiencies such as, for instance, a housing shortage. 
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But the Government can point with satisfaction to the rise 
in industrial production to a level more than 45 per cent 
above the record figures of 1939. According to official 
statistics, real wages of male industrial workers were in 1949 
26 per cent above the 1939 level, and women’s wages had 
risen still faster. Agriculture is also prosperous and building 
activity is very considerable. In 1945-1948 the production 
of housing was larger than at any other period of corre- 
sponding length. 


On the other side of the balance sheet there must be listed 
a loss of almost two-thirds of the gold and foreign exchange 
reserve as well as considerable restrictions on imports and on 
dealings in foreign exchange. 


The economic and social policy that has been pursued 
in recent years was to some extent mapped out in the “ Post- 
war Programme of the Labour Movement,” published in 
1944. It contained a great number of recommendations for 
socialist policy but had less to say about the means that must 
be used to implement them. The authors were, however, 
much more interested in planning than in nationalisation 
measures, thé latter being largely relegated to a dim and 
distant future. 


It was taken for granted in 1944 that an extensive building 
programme was indispensable for securing that full employ- 
ment which was considered a chief aim of Sweden’s postwar 
economic policy. In 1944 housing production was again at 
a very high level, but the stagnation during the first part of 
the war had left a legacy in the shape of a housing shortage. 
This was also due to the rent restriction introduced in 
1942, and it has tended to grow worse, in spite of the 
ambitious building programme. There is therefore some 
element of truth in the saying that the Swedish building 
planners have indefatigably been pouring water into a sieve. 
It was realised that both the maintenance of rent restriction 
and the financing of new buildings, which, by the way, were 
partly subsidised by the community, would become more 
difficult if there was a rise in the rate of interest. The pro- 
gramme of 1944 accordingly recommended a policy of low 
interest rates, and this elimination of rises in interest rates 
from the armoury of monetary policy was stubbornly main- 
tained in subsequent years. 


Balance of Payments Difficulties 


In 1946 the government took steps for carrying into effect 
sorne of the recommendations of the 1944 programme in 
the field of social policy. The official view that the new 
expenditure, although considerable, could be fitted into the 
current budget without any very serious difficulties seemed 
—at least at first—to be borne out by events. The imme- 
diate danger arose from a source which had been entirely 
overlooked—the balance of payments. The gold and foreign 
exchange reserve of the Riksbank at the end of the war 


THE ECONOMIST, February 10, 1951 


seemed more than ample and it rose still further in 1 
spite of the large credits granted by Sweden to differen: 


945 in 


countries about the end of the war. increase continued 
during the first half of 1946 and in the middle of the year 
the authorities thought the position so unshakeable that they 
did not hesitate to carry through an appreciation of the krona 
the dollar rate being reduced from 4:20 to 3:60. By that 
measure the Government — to prevent the rise of prices 
in the United States from affecting costs of living and Wages 
in Sweden. The same aim of checking an inflationary rise 
in wages by price reductions was also pursued in other ways, 
particularly by the repeal of the turn-over tax. 


This policy proved largely abortive. Ultimately there was 
a rise both in prices and in wages. Meanwhile the great 
outflow of gold and foreign exchange, which had started 
when purchases abroad and particularly in the United States 
could be made in greater volume than before, attained alarm- 
ing proportions. In face of these unexpected developments 
the authorities were for a long time unable to agree on any 
efficient measures to counteract them. 


A rise in interest rates was out of the question from the 
beginning. When rates showed a tendency to stiffen under 
the influence of the outflow of foreign exchange, the Riksbank 
had to buy bonds in very quantities, in this way pre- 
venting that contraction in market which would have 
facilitated any attempts to put an end to the drain of the 
Riksbank reserves. Ultimately the governor of the Riksbank, 
Mr Rooth, resigned as a protest against the official policy. 


Pressure on Property Owners 


The Minister of Finance, Mr Wigforss, seemed for some 
time less interested in the monetary crisis than in the new 
taxation bill which was introduced at the spring session of 
the Riksdag in 1947 and adopted by the Socialist majority 
without any very extensive alterations. This new legislation 
brought alleviations in income tax to the lower income groups. 
Company taxation on the other hand was considerably 
increased. As the companies had in 1938 been accorded 
very gteat advantages in the way of depreciation allowances, 
there was some likelihood that the new law would, if any- 
thing, bring an increase of investment that would be most 
inopportune. 


An important feature of the new law was the heavy 
increase in property taxes. The inheritance tax was supple- 
mented by an estate tax more or less on the British pattern. 
Total death duties were after that, in spite of differences in 
detail, comparable to the British and they were also applicable 
to gifts. The current property tax was raised to ruinous 
heights which virtually forced capital consumption on con- 
siderable groups of property owners. Like the rise in the 
tax on company income. the increased property tax was, 
therefore, likely to aggravate the monetary difficulties. 

(To be continued) 
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No. 8. 





The Simon engineering works at Cheadle Heath have been 


extensively re-equipped since the war, and layout and 
production methods have been drastically re-organised. 
This has been expensive in hard thinking and hard cash, 
but not to have done it would have been more expensive 
still. Compared with 1938 the labour force has increased 
by 75 per cent and total output by 12s per cent. In this 
‘lid achievement the management, shop stewards and 


men have all played a part. 
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STARA HAAN A 





HE investor in Bank-Insurance Units 
secures a freely marketable investment 
spread over 50 high-grade equities, the 
Trust Fund being made up as follows : 
Insurance companies... ous. OE 
Canadian $ Bank Shares so Ae 
Other Dom., Col. & O’seas banks 14% 
Home banks ie sant: ae = 


geen 


TUeTagnerMay eter eteeer 
Vuh sith 


Hyer THY 


Discount companies... ‘es t% E 
Trustee securities oi ‘ee $% E 


In recent years there has been a steady up- FE 
ward trend in the distributions paid on Bank- = 
Insurance Units, and the Managers consider B 
that the distributions for the coming year 
will be at least maintained. 
Offer price, 8th Feb. 22/9d. Yield 
calculated in accordance with Board 


of Trade requirements, £3/7/11%, 
subject to reduced rate of tax allowing 


CPreeeeeereeen 


for D.1.T. relief. = 

Units can be freely bought and sold at = 
quoted net prices (and information ob- 5 
tained) through any Stockbroker or Bank. = 
TRUSTEES: E 

MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD, 5 
MANAGERS: . 


HHAU HNN 


BANK INSURANCE TRUST CORPORATION LTD., 
30 CORNHILL, LONDON, E.C.3, 
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Sleuwede For 


Founded in 1816, we are today a Group of Companies each 


eminentin its own ficld. The theme of our business is the 

Mf manufacture of metering equipment and domestic apparatus 
for the users of Gas, Electricity, Liquid Fuels and Water, 
By the variety of our products we have acquired great 
technical experience and versatile mechanical resources. 
With these we adapt our operations to the changing needs 
of a strenuous age. 


Working capital £1] million. 
pees Employees ... 3,000. 
peso Factories «. 413, totalling i7 acres of working space. 


THE PARKINSON AND COWAN 
GROUP OF COMPANIES 


PARKINSON & COWAM (GAS METERS) LTD. 
Gas Meters and Industrial Plant and Street Lighting Equipment, 
THE PARKINSON STOVE CO., LTD. 
Gas Cooking and Heating Appliances. 
PARKINSON WATER HEATERS LTO. 
Water Heaters. 
MEASUREMENT LIMITED 
Electricity Meters and Remote Contre! Apparatus. Water Meters and Hydraulic Equipment, 
ASPEC (LONDON) LTD... 
Industrial Clock Movements and Extreme Precision Instrument Components. 
MONITOR ENGINEERING & O11 APPLIANCES LTD. 
Liquid Fue! Burning Appliances. Thermostats. Taos. Sprayers, ete. 
UNGE PUMP CO. LTD. 
industrial Pumps. 
THE METROPOLITAN LEATHER CO.. LTO. 
Tanning and Treatment of Leather for Diaphragms, Clothing and Sundry Trades, 
PARKINSON & COWAN GROUP EXPORTS LTD., 
Export Trade in the Group's Products. 
PARKINSON & COWAN GROUP TRANSPORT LTD, 
Operates Group Road Transport. 
MEASUREMENT ENGINEERING LTD. (New Zealand) 
PARKINSON & COWAN SOUTH AFRICA (PTY.) LTD. 
PARKINSON & COWAN LTD., TERMINAL HOUSE, GROSVENOR GARDENS, LONDON, S.W.1, 
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Unless it is stopped, corrosive water eats insidiously 
into the iron and steel pipes of many industrial water 
systems. This corrosion is a trouble-maker which brings dis- 


location of work and high maintenance costs in its train. But Calgon (Albright & Wilson’s Sodium 


@ Metaphosphate) introduced into the system by what is known as Threshold Treatment will halt corrosion and 


banish the troubles that arise from it. A few parts of Calgon in a million parts of water effect a cure —a cure 


which our technical department will be pleased to discuss with you. 
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THE BUSINESS WORLD 





Rubber for the West 


EWS has come from Washington this week about the 
first steps towards a common western policy on key 
commodities. In London a conference of the major 
rubber producing and consuming countries has been 
in session ; it is said to be in no way to be connected with 
the Washington discussions, though its terms of reference 
are very similar. Its purpose is “to review supply 
end demand of natural and synthetic rubber particularly 
in 1951 and 19§2 and to consider if action is necessary 
or desirable to secure an equitable distribution of pros- 
nective available supplies.” This phraseology is in wide 
terms, but it could clearly include—and in all probability 
has emphasised—the possibility of directing exports of 
natural rubber to certain countries rather than to others. 
Unlike previous conferences, this week’s meetings have 
not been held under the aegis of the International Rubber 
Study Group. British colonial and dependent 
territories, Indonesia, Ceylon, Thailand and Vietnam 
represent the producers, and the United States, 
Britain, Canada, France, Italy and the Netherlands 
represent the consuming countries. Only governments 
have been represented at the conference which would 
seem to indicate that matters of governmental as distinct 
from trade policy were under consideration. 


The conference has been, called at a moment of 
particular difficulty. To bring production, prices and 
celiveries into a degree of order best suited to serve the 
needs of the Western countries for civilian and defence 
purposes will plainly be difficult. The average 
monthly price for spot rubber in London rose con- 
tinuously until November, then declined temporarily 
in December and then resumed its rise last month. But 
world production also increased sharply, quarter by 
quarter, last year ; total output, at 1,860,000 tons, was 
the highest ever recorded and nearly 400,000 tons 
larger than in 1949. Most of this increase was due to 
much larger output from smallholdings ; apparently 
‘mallholder production no longer falls when the price of 
rubber rises. In Malaya, smallholders produced 329,000 
‘ons compared with 271,000 tons in 1949, and the 
increase in their output was most marked in the second 
half of the year when the high rubber prices offered the 
Prospect of high profits. On the other hand, estate pro- 
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duction fell from 401,000 tons to 377,000 tons, though 
output from the large holdings was also higher in the 
second than in the first half of the year. Wet weather 
in the early months of 1950 reduced tappings and certain 
areas were replanted with high yielding stock. But far 
greater difficulty was caused by interruption to normal 
output by banditry and by the attraction of tappers from 
the estates in response to higher wages and calmer life 
on the smallholdings. Total production in Malaya, 
despite these troubles, increased from 672,000 tons to 
705,000 tons. In 19§1, an output of 700,000 tons might 
be maintained if smallholders’ production continued at 
the recent high level ; but estate output is expected to 
fall slightly since large areas are due for replanting. 


But the welcome improvement in the supply of natural 
rubber must be largely credited to the rapid expansion 
of Indonesian production from 431,000 tons in 1949 
to 692,000 tons. Here, again, the larger contribution 
came from the smallholders. Their output (calculated by 
reference to exports) was extremely low in the first 
quarter of last year, when output was hoarded rather 
than marketed. But after the currency reform eleven 
months ago, exports increased steadily and the total-for 
the year, 520,000 tons, was almost double that of 1949. 
Estate production increased very modestly from 167,000 
tons to 172,000 tons. This year, given the continuation 
of present political stability, Indonesian output might 
well reach 700,000-750,000 tons. Production in Ceylon 
and in most of the other smaller producing countries 
has also expanded during the past twelve months and 
may increase further this year. World production in 
1951 might therefore approach 1,900,000 tons ; it should 
without difficulty maintain last year’s level of 1,850,000 
tons. 


Consumption of natural rubber has not increased to 
the same extent as production. World total consumption 
in 1950 is estimated at 1,650,000 tons, some 212,000 
tons more than in 1949, but still 210,000 tons less than 
current output. American consumption at 713,000 tons 
was the largest in any year except 1941, and a single 
month’s consumption reached 69,178 tons last October. 
But the subsequent fall to 44,000 tons in December shows 


TABLE II—WorLp CONSUMPTION OF RUBBER 
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the measure of effectiveness of governmental restriction 
on civilian consumption ; consumption of natural rubber 
in the United States is limited to 40,000 tons a month 
iu the first quarter of 1951, and if this restriction is 
maintained, total consumption of natural rubber in 
America this year will not reach 500,000 tons. Consump- 
tion of synthetic began to increase from March 
last year, when the price of natural rubber rose well above 
that for general purpose synthetic (GR-S). Stand-by 
plants for producing synthetic rubber have been 
recommissioned and production this year is expected 
to reach at least 600,000 tons despite the shortage of 
the raw materials. Although natural rubber has been 
forbidden for certain civilian products, synthetic 
rubber can be used to an unlimited extent. Since the 
end of December the United States Government has 
become the sole importer of natural rubber, but pur- 
chases this year are unlikely to be smaller than last year. 
In 1950 only 100,000 tons were put into the stockpile. 
In 1951, if imports are maintained at last year’s level 
and if consumption is no higher than 500,000 tons, some 
300,000 tons should be available for the stockpile. This 
would give the Munitions Board about a year’s supply 
of natural rubber (850,000 tons) and this quantity could 
be eked out over a longer period if synthetic production 
can be stepped up—say to 7§0,000 tons a year. 


In this country, consumption of natural rubber 
- increased last year from 184,000 tons to 220,000 
tons ; 1951 is not expected to show a rise much above 
this level. European consumption has also increased 
though not so markedly ; only a modest rise is to be 
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expected in 1951. Russian purchases (despite some of 
last year’s headlines) were on a smaller scale in 1950 than 
in either 1949 or 1948. In fact, Russia took only 82,000 
tons compared with 105,000 tons in 1949 ; an increase 
of 18,000 tons this year, therefore, would not be an 
occasion for any extreme raising of Western eyebrows. 
Any estimate of world consumption in 1951 at this stage 
raust be largely a guess, but probable trends suggest that 
it might reach 1,500,000 tons for normal purposes and 
1,800,000 tons if American needs for stockpiling are 
included. 


Stockpiling will remain the key to the market. Last 
year world production exceeded consumption by 
200,000 tons ; of this balance, 100,000 tons went to the 
American stockpile, 50,000 tons to China, 20,000 tons 
believed to be stockpiled by Japan, 20,000 tons put into 
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stock by other countries, including Australia, Italy 4; 
Germany, and 10,000 tons destroyed by fire in Singapore 
This year the margin of world production over op, 
sumption is likely to be of the order of 350,000-400,00; 
tons, of which 300,000 tons will find their way into th: 
American stockpile. Britain and France also intend t 
build up strategic reserves which could account for ; 
further 200,000 tons ; such a quantity would represen: 
barely eight months’ supply for the two countries taken 
together. If these three countries were to be forced : 
compete with China and the Soviet Union in the open 
market, the price of rubber could rise to fantastic heights, 
A primary problem thus confronting the London rubbe; 
conference is to discover means of providing enough 
natural rubber for the Western Powers without unduly 
forcing up the price. 

Last year Malaya exported 38,500 tons of rubber to 
China and 44,000 tons to Hongkong—much of which 
must have been for transhipment to China. These ship- 
ments occurred largely in the second half of the yeur. 
Indonesia, up to November, sent nothing to China and 
only 2,000 tons to Hongkong. If Malaya’s shipments 
could be stopped, and if, in addition, supplies to Japan 
and other countries could be kept at little more than the 
1949 level, some 100,000 tons could be released for 
Britain and France. Such a redirection of exports could 
be contrived by a system of export licensing or of inter- 
national allocation ; either method is politically feasible 
so long as some supplies are allowed to go to countries 
not actually arraigned as aggressors. But each method 
would be administratively difficult to enforce. [a 
Malaya, Chinese dealers control all the smallholders 
and part of the estate output, in all perhaps half oi 
Malaya’s total production. Well over 40 pet cent of 
Indonesia’s production is smuggled out to Malaya by 
Chinese merchants, while the long, rambling land 
frontiers of Siam and Vietnam—both adjoining 
China—would provide grand opportunities for illic: 
trading. It is not that the Chinese dealers are necessarily 
sympathetic towards Communist China. But to enforce 
a system of allocation or export licensing for rubber, 
is useless for the appropriate governments merely to pass 
well-meaning resolutions in London ; the measures musi 
be policed, and to do that effectively they would need 
the full backing of Malayan rubber traders. On this 
view a complete denial of rubber to, say, Chin 
would seem out of the question ; the more realistic aim is 
to find a method which would keep the leakage (0 4 
minimum 


International allocation could be a powerful means 0! 
reducing the world price of rubber. No country wants 
to be held to ransom by primary producers at a ume 
when it is accumulating a strategic reserve for common 
defence (though such a reserve in peacetime would be 
a potential threat to producers), But if an agreed method 
of redirecting supplies of natural rubber to the Wester 
Powers—whatever it might be—had the effect of holding 
the price of rubber at an artificially low level, the ince” 
tive to smuggle supplies to China and elsewhere would 
be all the greater. Britain learned during the last wa 
that to deny supplies to enemy or potential enemy cout 
tries was a costly business. It would still be a cost! 
business in conditions of “near war.” If the leakast 
is to be reduced to a minimum, the price of rubb' 
may have to be maintained at a high level. It wil 


not be easy for the London conference to find the righ 
answers to these difficult questions. 
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Next Stage in Nylon 


YLON is the classic case of a new material 
N developed from laboratory experiment into an 
important industry in little more than a decade. To a 
prewar observer, the forecast that this country would 
have a total capacity for producing ten million pounds 
of nylon yarn a year would have seemed fantastic. When 
s spinning plant of this size was first planned, there 
were doubts whether markets could be found for so 
much nylon yarn ; before the plant came into full produc- 
tion last summer, it was clear that demand had been 
under-estimated. Present users would be glad to get 
so per cent more yarn ; promising applications are not 
being pursued because there is no hope of more nylon 
yarn for at least four years, when new plant now on order 
should be in production. Until then, domestic capacity 
is fixed at ten million pounds of yarn a year and a million 
pounds of nylon polymer for the plastics industry. 


The successful development of nylon production in 
this country is the outcome of a partnership between 
Imperial Chemical Industries and Courtaulds. The 
former had acquired the Commonwealth rights (outside 
Canada) to develop nylon, from du Pont; the latter 
brought its great experience of spinning and weaving 
rayon; and the two combined in equal shares to form 
British Nylon Spinners. A venture of this kind into new 
techniques applied on a large scale is a challenge to 
scientific skill and financial risk-taking. It was soon 
discovered that the production of nylon polymer is one 
of the most difficult chemical operations to handle on a 
large scale. The process starts with benzene, oxygen, 
nitrogen and hydrogen, and after eight stages of formid- 
able complexity there emerges a nylon salt ; when this 
has been polymerised (in the layman’s terms, when it 
has been made plastic) the first stage is complete and 
the nylon can be drawn into yarn or used as a plastic 
material. The larger the scale of production, the more 
dificult does it become to control this process. ICI’s 
frst commercial polymer plant had a capacity of a mil- 
lion pounds a year ; this was opened in Huddersfield 
1941, but not before the engineers had learnt to their 
cost that in a full-scale plant the process behaved 
differently from what they had come to expect from their 
‘perience with the pilot plant. This experience was 
repeated on a grander scale in bringing a plant of ten 
mes the size into production at Billingham. 


During the war the Huddersfield plant supplied nylon 
Polymer to two small spinning Facetiles of British 
Nylon Spinners. In 1944 plans were prepared for a 
‘pinning factory at Pontypool to cost £6 million, capable 
producing ten million pounds of yarn a year. ICI 
undertook to build a plant at Billingham to turn out this 
anount of nylon polymer. The Pontypool plant is prob- 
ably the largest multi-floored factory in Europe, with 
“ssing sections nearly a quarter of a mile long ; but 

: a within the plant is built up by the endless 
plication of a small-scale process. The polymer from 
rie _1Is melted in small autoclaves, extruded 
These spinnerets, and allowed to cool into a filament. 
‘thread is then cold-drawn to four times its length, a 
Material Process. that es the molecules. in the 
Pee so that the filament becomes a yarn. None of 
* Was simple to organise on a large scale, but it was 


less formidable than the difficulties that the engineers 
had to solve at Billingham, where it took more than a 
year to bring the plant into smooth operation. Not 


until last summer, indeed, were both plants running to 
their full capacities. 


x 


_ So-much for the establishment of a large-scale nylon 
industry in this country. The second phase of expan- 
sion started some months ago. It shows once again 
how quickly events can overtake plans, for it was con- 
ceived before the latest increases in natural fibres, when 
nylon was a comparatively costly yarn. Perhaps by the 
time the new plants are working this basic assumption 
about comparative costs will be more accurate than it 
seems today. The expansion programme also allowed 
for competition from other synthetic fibres, notably 
“ terylene,” which may be in production when the nylon 
plants are ready. On these bases, it seemed reasonable 
to suppose that British Nylon Spinners could safely 
count on finding a market for another twenty million 
pounds of yarn a year. A two-fold increase sounds a 
lot, but some who are close to the industry are confident 
that consumption will eventually reach seventy million 
pounds when all applications are fully developed. 


ICI’s expansion of nylon polymer production is 
governed first, by the company’s obligation to British 
Nylon Spinners and, secondly, by the requirements of the 
plastics industry. Plant for twenty-two million pounds 
of polymer a year is planned, which allows for trebling 
the present consumption of nylon yarn and plastic— 
say thirty million pounds of yarn and three million 
pounds of polymer. The uses of nylon as a plastic are 
barely developed. American experience suggests that 
nylon will remain a special purpose plastic and its use in 
filaments, extrusions and sheets is growing. Nylon is 
not easy to prepare in the form of moulding powders, 
but the greatest scope for development may lie in this 
direction—for example, if nylon could be moulded in 
cheap self-lubricating bearings. 


The market for nylon yarn is difficult to predict. It 
may never become a “cheap” material like rayon and 
the entire development of its markets has been conducted 
on the basis that nylon is a material of special properties. 
Yet it may be that demand has been under-estimated 
because undue stress has been put on developing 
specialised outlets for these special properties. . There 
are many uses in which nylon is the obvious choice for 
technical reasons ; examples can be found in certain 
types of filter cloths, glider ropes, and in hosiery 
where the rare combination of strength and elasticity in 
a thin yarn has revolutionised the knitting of fine 
stockings. But there are wide markets in fields where 
nylon competes with established fibres. To take one 
example, laundries are using an increasing amount of 
nylon for nets, press cloths and guide tapes, all of which 
used to be cotton. The nylon article costs more, but 
it lasts longer. In other uses scarcely out of the experi- 
mental stage, such as nylon coal sacks or carpets, there 
has been less resistance to the higher initial cost than 
might have been expected. 
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The development of knitted nylon fabrics owes much 
to the British warp knitters, who were quicker than the 
American knitting industry to develop the possibilities 
of continuous filament nylon and now have the satisfac- 
tion of exporting knitted nylon goods to the United 
States. Woven nylon may prove in the end to be a 
more limited market. It has the advantage of being 
non-inflammable, but its main attractions lie in per- 
manently pleated fabrics and fine fabrics of considerable 
strength that are easy to wash. A more important expan- 
sion of nylon consumption may rest upon the woollen 
industry. In spite of nylon’s comparatively high cost, 
some wool weavers and knitters have been using con- 
tinuous filament nylon to reinforce weak yarns for pro- 
cessing at high tensions. About a tenth of the output of 
yarn at Pontypool is being converted into nylon staple and 
experience from using up to 20 per cent of nylon with 
wool suggests that British Nylon Spinners will be justi- 
fied in producing a much larger proportion of staple. 


Most of this experimental work was done under the 
shadow of rising wool prices. The present level of 
wool prices has completely altered the emphasis. It is 
no longer the aim merely to enhance the technical 
qualities of wool with a judicious admixture of nylon, 
but rather to determine how much nylon can be added 
without destroying the character of the cloth. Rising 
prices of natural fibres, combined with shortage of 
spruce pulp (and sulphuric acid) for rayon, has changed 
nylon from a yarn sold on performance to one which 
sells on price. Nylon staple costs 11s. 3d. a pound now 
compared with 19s. for fine crossbred wool. But the 
civilian consumer should not suppose that high wool 
prices will be counteracted by developing nylon mixture 
cloths. A recent exhibition in Manchester showed some 
of the military uses of nylon ; these were varied enough 
to suggest that rearmament may involve heavy cuts in 
civilian supplies. At least 55 per cent of the yarn pro- 
duced is going to the hosiery industry and another 15 
per cent goes by special arrangement of the Board of 
Trade to hosiery manufacturers in Australia and New 
Zealand. The balance is spread over the rest of the 
textile industry, and because nylon stockings and fabrics 
have a high export value there may be official pressure 
this year to maintain the supplies of yarn to exporters 
at the expense of the home market. The entire output 
of some warp knitters is being sold in the United States. 


* 


For the future, much will depend on whether nylon 
and the.new synthetics are to be developed in parallel 
or in competition. Both du Pont and ICI are putting 
other synthetic materials into production. At the same 
time both are expanding their output of nylon, and du 
Pont may grant nylon production rights to a new 
formed subsidiary of Monsanto and American Viscose. 
This company, the Chemstrand Corporation, will also 
produce a synthetic of its own, and other American 
chemical firms are known to be developing synthetic 
products. In some respects the materials have comple- 
mentary properties—where nylon is elastic an! alkali 
resistant, ICI’s new “ terylene” is inelastic and acrid 
resistant. But in other respects they are undoubtedly 
competitive. “Orlon,” developed by du Pont, has 
greater resistance to light than nylon and can be expected 
to encroach on outdoor uses for nylon. “ Terylene ” is 
bound to trespass on nylon’s important industrial fabric 
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market and both new synthetics are spoken of as clothins 
fibres—“ orlon,” in particular, as a wool substitute, y-: 
nylon may still prove to be the best adapted to texiij. 
requirements in that it calls for no major change jg 
machines or techniques. It dyes by ordinary methods 
whereas special methods will probably be needed fy, 
dyeing “orlon” and “terylene.” This point may }; 
of small importance when these latter yarns are dyed 
alone, but it could make all the difference to the yar 
chosen for a wool mixture. 


Presumably ICI, Monsanto and du Pont hold the viey 
that the prospective world market is large enough {or 
several synthetic fibres of this type. But these market 
may not lie wholly within their control. In Germany, 
I G Farben is producing “ perlon,” a material of the nylon 
family which I G claims to have developed before du 
Pont produced nylon. Although the two sets of patenis 
do not conflict, the consumer might find it hard to estab- 
lish any difference between the two products. Moreover, 
the development of perlon, like the development of nylon, 
is considered by chemists as the starting point for a 
whole group of related textile yarns. The possible conse- 
quences of development on these lines by I G or by firms 
holding licences from it should not be underrated, 


* 


The interest which nylon has stimulated must not 
be allowed to exaggerate the size of its contribution to 
the textile industry. This has been technically impor- 
tant but physically small. A comparison between the 
output of nylon and of wool, cotton and rayon shows that 
since the middle of last year, the nylon spinning plant has 
been running at full capacity of about 800,000 pounds 
of yarna month. The latest monthly figures show rayon 
yarn output at 34 million pounds, cotton yarns at 20 
million pounds and wool yarns at 47 million pounds. 
In four years’ time the combined output of nylon and 
“terylene ” yarn might just exceed 40 million pounds a 
year ; this is less than five weeks’ output for the rayon 
industry. 


But to forecast the future demand for nylon on present 
evidence would be to limit it to a comparatively narrow 
field. The nylon industry cannot develop fully untl 
the textile industry and its customers have become suffi- 
ciently familiar with nylon’s properties to recognise 
when circumstances justify its use. There are signs that 
the wool industry was the more aware of this, and had 
discovered in wool-nylon mixtures a higher standard of 
quality than was expected from ordinary mixture yarns, 
as well as characteristics not found in pure wool. [0 
much ~ same way, the industrial ae for _ 
yarns is building piecemeal as engineers learn to under- 
stand its betel under various conditions. It 5 
important that nylon, or indeed any of the related 
synthetics, should not be treated as mere substitutes 
for established yarns. Their strength lies in points of 
difference rather than in similarities ; if the markets for 
natural fibres were at some future time to be less strong 
than they are today, the high capital costs of synthe 
plants might make them vulnerable to price fluctuations 
in any of the natural fibres, from jute to silk. But give 
a probable reduction in 1ayon production, and the pres 
high prices of other yarns, substitution is more likely © 
sustain the demand for nylon rather than extension 
its uses. 
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Business Notes 


Corporation and Federation 


In this week’s steel debate Mr Strauss had more success 
in mustering partisan votes to confirm the disruption of a 
vital industry than in explaining how his creature, the Iron 
and Steel Corporation, proposed to go about it. He was 
ynable to announce agreement between the Corporation and 
the British Iron and Steel Federation even upon interim 
arrangements between the two bodies for the first few months 
of nationalisation. Frequent and lengthy discussions 
culminated upon the day of the debate in a meeting between 
Mr Steven Hardie, chairman of the Corporation, and certain 
leaders of the Federation; but the Minister on the same after- 
noon was still able to speak only of “discussions now 
proceeding.” 

The interim arrangements envisaged by the Corporation, 
which would insert its representatives into parts of the 
existing machinery of the Federation without otherwise 
modifying it, may be the minimum necessary to enable it to 
carry Out its statutory duties ; but in three months’ time the 
Minister and Mr Hardie propose to take another, much larger 
bite. From being represented upon the Fedemtion’s various 
conferences dealing with different sections of the industry, 
the Corporation would then, according to the plans Mr 
Strauss outlined, in effect take over those conferences in 
which publicly owned companies had a predominant interest. 
These conferences—which of course include privately-owned 
companies—would then report directly to the Corporation. 
They would also appoint an advisory council to the Corpora- 
tion with an executive committee—the body of experts that 
the Corporation is understandably anxious to recruit. 
Whether they would retain any formal link with the Federa- 
tion or not, they would thus effectively come under the 
general control of the Corporation, and some parallel division 
of the Federation’s staff and services would presumably be 
proposed. 

This involves more than the powers of a normal holding 
company, as do certain of the spheres of control that the 
Corporation proposes to reserve in its relations with con- 
stituent nationalised firms. It hardly accords, either, with the 
Minister’s description of Corporation policy as “the minimum 
of centralisation and the maximum of devolution.” Apart 
from its merits as a structure of organisation, however, it is 
clear that the Federation cannot accept any such change 
within so hasty a period. Mr Hardie, no doubt, must now 
be impatient to bring nationalised steel into being, rather 
than to devise an ideal structure. The Federation’s equally 
strong and more justified determination, presumably, is to 
concede the minimum of change in the structure of the 
industry until the electorate has once again been heard on 
the issue. In the long run—if it should be a Socialist long 
tut—Mr Hardie would no doubt have his way. But in the 
short run, although he may have the power to make such 
fundamental changes and may be anxious to make them, 
they would be very difficult to justify, given the present 
balance of political power. 


* * x 


Switchback in Steels 


The momentum imparted to activity in stock markets, 

to the scissors movement between gilt-edged securities 
and industrials, by the approach of steel vesting day has 
gathered strength in this past week. Although steel shares 
aa i oo private investors towards the 
Tsututions for many weeks, it is now clear that the effect 
of the whole operation had been much less fully discounted 
Was generally supposed a fortnight ago. As soon as 


dealings in these shares became free of stamp and fee (because 
the stock to be delivered will in effect be steel stock), the 
stream of private selling increased and the appetite of the 
institutional investors was whetted by the resultant persist- 
ence of the discount on take-over prices. These cross move- 
ments set powerful influences in motion. The gilt-edged 
market could not compete with the attractive “ back-door ” 
route through steel stock, and hence has languished for lack 
of buyers as well as from some selling for the purpose of buy- 
ing steel shares; and the industrial market has had a powerful 
flow of reinvestment funds directed towards it. By Monday 
of this week this demand had raised the ordinary share index 
of the Financial Times to 121.8—no less than six points 
above its level at the turn of the year—and on that day the 
number of Stock Exchange markings leapt to its highest 
level for four years. Gilt-edged, meanwhile, continued 
to sag. 

On Tuesday, however, this complicated market situation 
became further involved. The broad streams flowing from 
the steel switching then met in head-on collision with oppo- 
site Movements set in motion by the possibility of a Govern- 
ment defeat in Wednesday’s debate. Institutional investors 
then became worried about the possibility of being 
saddled with steel shares that they do not want— 
during the general market scramble many such shares 
had been bought almost indiscriminately, without re- 
gard to the merits of the companies as continuing 
private entities—while brokers were debating the knotty 
technical problems that a postponement of vesting day would 
have presented for the machinery of the Stock Exchange 
settlement. These new influences provoked both a sharp 
rise in the discounts on steel shares and, on Wesdnesday, 
a sudden interruption of the slide in gilt-edged. It was 
scarcely surprising, therefore, that on Thursday morning 
those who would have had to wrestle with unprecedented 
technical problems of Stock Exchange practice were con- 
fessing to a feeling of relief—though fully sharing, of course, 
the City’s disgust at the act of nationalisation itself. As 
expected, the discounts on steel shares returned to their 
former levels, while gilt-edged were inclined to falter. 


The principal questions, in this context, in the coming 
week will be the terms of the steel issue itself, the extent 
of private and institutional selling of the stock after the vest- 
ing and the extent of resistance that the authorities will offer 
to it. The “departments” have been unexpectedly—and 
satisfactorily—inactive in recent weeks, but they are expected 
to ensure that the market remains on an even keel at least 
during the first day’s dealings in the new stock. Thereafter 
their tactics will presumably be dictated principally by the 
degree of pressure encountered. That will depend partly upon 
the general view of gilt-edged prospects as a whole. It is still 
a matter for debate how far the recent slide has been due to 
the steel operation as such, rather than to more fundamental 
influences ; and there is likewise a parallel debate about 
industrials. When the steel reinvestment stimulus has 
exhausted itself, will the inflationary prospect and the hopes 
of further dividend increases suffice to support the present 
upward trend ? 


Coal Cheer and Costs 


Cheered by some improved statistics and mericful weather, 
the Parliamentary Secretary to the Ministry of Fuel and 
Power this week became so cautiously confident that he 
forsook English for jargon. Given good weather and good 
behaviour by consumers, Mr Robens is reported to have 








reg ee 


‘ete 


Pe 
AMET tests 
“tae . $ 





333 


said, “ then undoubtedly we shall ease through this position 
without any serious deleterious effect on the situation.” By 
this form of words, Mr Robens was no doubt suggesting 
that the chances of avoiding a major fuel crisis were a little 
better. After all, the weeks pass and the spring approaches. 
Mr Robens had indeed to report a further fall in distributed 
stocks of coal in the week to January 27th, but at least at a 
slower rate. Both home consumption and exports declined 
in that week, and output for the following week remained 
higher than in the corresponding week of 1950. Colder 
weather at the beginning of last week, however, caused the 
power stations to burn 50,000 tons more coal, and may partly 
have offset the effects of new economies upon general coal 
consumption. The weather has contributed far more to the 
hope of averting disaster than the varied fuel economics 
described last week by Mr Noel-Baker ; in the first four 
weeks of the year the average temperature was 40.8 degrees, 
nearly two degrees lower than last year but five degrees higher 
than in the January preceding the bitter fuel crisis of 1947. 
The effect of the 15 per cent cut in coal deliveries to indus- 
tries has not yet appeared in consumption figures, nor 
has the saving from cuts in railway services ; but Mr Noel- 
Baker was at last able to hazard a guess at the value of 
banning lighted shopwindows and advertising—50,000 tons 
of coal in three months. 


The financial effects of the higher coal prices he announced 
will not be fully felt immediately. Output has been insuffi- 
cient to meet a growing industrial demand, itself partly 
stimulated because coal was becoming relatively cheaper 
than other materials that industry uses. Some rise was 
justified and inevitable, apart from the recent wage con- 
cessions. But this does not alter the widespread effect that 
higher coal prices will have in increasing costs and prices 
throughout industry. Electric power, an equally widely- 
distributed item of cost, must rise accordingly ; the price 
went up last year even though fuel costs declined slightly. 
A flat rise of 4s. 2d. a ton in coal prices will put up the 
British Electricity Authority’s fuel bill by £6,000,000, and 
generating works costs by perhaps one-tenth. The steel 
industry today uses roughly 35 cwt. of coal to make a ton 
of steel, which implies a rise of at least seven shillings a ton 
in prime costs. On last year’s figures of consumption, the 
coal price increase would cost other industrial consumers 


. perhaps £7,000,000 a year in direct fuel costs alone, apart 


from concomitant rises in the cost of transport and other 
materials, 


* & * 


Balancing the Board’s Books 


The increase in price approved by the Minister was 
more prompt, and also larger, than the National Coal Board 
might have expected from its earlier experience. The first 
round of wage increases granted from last October will cost 
the Board £4,000,000 in a full year, and the second round 
£8,000,000 a year, plus {2,000,000 as a non-recurring con- 
tribution to begin a pension fund ; and material purchases, 
according to Mr Noel-Baker, will cost £13 million more 
this-year than in 1949. Against these current and impending 
rises in expenditure—{27 million—the higher prices should 
contribute more than {40 million in a full year. 

Two other items to be charged against this increased 
revenue are more difficult to estimate. The NCB exported 
roughly two million tons less coal last year than it hoped to 
do, which involved the sacrifice of {2,000,000 from its {1-a- 
ton export premium ; it is likely to export even less this year. 
Its imports of coal are to include 1.2 million tons of American 
coal upon which it is likely to lose not less than £3 a ton 
(Mr Gaitskell’s figure of $3,345,440 “spent” up to January 
22nd bears, of course, no direct relation to Mr Noel-Baker’s 
earlier statement that 1,073,000 tons had been ordered from 
USA, India and Nigeria). This expenditure will fall almost 
entirely into the Board’s 1951 accounts, not those for 1950 ; 
and Mr Noel-Baker’s fairly ample provision of revenue gives 
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a broad hint that neither he nor the Coal Board jis hopi 
for much assistance from exports to assist the profit from 
home coal operations in 1951. 


The Board’s financial statement for the first nine months 
of 1950 shows, in fact, that such assistance from high-priced 
exports was proving insufficient to offset increases in costs 
In the first quarter of the year the Board showed a surpiy; 
of £5,600,011, which represented, other items apart, a profit 
of 3s. gd. a ton on 52.6 million tons of saleable deep-minai 
coal. The second quarter’s surplus was £2,451,971, result. 
ing from a profit of 2s. 8d. a ton on §0.1 million tons, [p 
the third quarter, 46.9 million tons of coal were sold 2 ; 
profit of 1s. 6d. a ton but the Board finally incurred a tot! 
deficit of £450,524. For these three quarters the addition! 
earnings from exported coal, at {1 a ton higher than home 
prices, would have amounted to £5.3 million, £4.7 million, 
and {3.9 million respectively; thus the decline in the 
Board’s profits has proceeded much faster than the decline 
in export earnings. In the fourth quarter of the yea 
exports were 800,000 tons lower than in the third: 
moreover, a wage increase worth {4,000,000 a yer 
was made retrospective from the beginning of October. 
This meant {1,000,000 extra in wages for an output of 53 
million tons, or nearly an extra fivepence on labour costs 3 
ton ; with the higher material costs Mr Noel-Baker reported, 
and prices generally unchanged, it seems unlikely that ever 
the third quarter’s profit of Is. 6d. a ton could be repeated. 
But the fixed charges for interest and other items upon NCB 
profits, allowing for profits from ancillary operations. 
require colliery profits of perhaps 1s. 5d. aton. All of which 
suggests that in the fourth quarter of 1950 the Board will 
have been very fortunate indeed to avoid another deficit, and 
that the final surplus for the year will be less than the 
£8,000,000 realised on the first two quarters. 


t ® v 


Substitute for Policy 


Mr_ Noel-Baker’s second important  decision—to 
prolong opencast working of coal—was to be expected. i 
might have been unavoidable as a minor part of a long-term 
fuel policy; but it is in no sense a substitute for one, and 
taken by itself it seems a questionable expedient. The 
former programme (itself an extension of an earlier original 
was due to run down by the end of 1953, removing about 
38 million tons of coal in the period ; by the change o 
policy it is hoped to get an extra 12 million tons by extend- 
ing operations for two more years. The Treasury has agreed 
to the spending of more dollars upon big earth-moving 
equipment—this time by contractors, who will presumably 
have to amortise the total costs of this specialised machinery 
over the very short periods of extended or additioral 
contracts. The existing programme had already dispensed 
with dollar purchases ; much of the machinery would have 
gone out of service as contracts came to an end, and the 
limited further needs by the end of 1953 could have been 
provided from the small output of large-bucket earth- 


moving equipment that British firms can spare from expott 
demands. 


Financially, the increased coal prices should make 
possible for the extended programme to be carried throug 
upon the Minister’s principle that t coal production 
must pay for itself. Recently, the Ministry’s Directorate of 
Opencast Production has been doing its ugly job wit 
growing efficiency ; from the days of losing 175. 8d. a ton 
1945-46, it has reached the position that in the current ye 
so far it is doing rather better than its estimate of breaki 
even. The full costs, including the destruction of amenitics 
and fertility cannot be estimated—and in any cas¢ there 
is natural pressure from farming interests for better resto 
tion. To date, 60,258 acres have been requisitioned for oper 
cast mining, and 18,382 acres released; 15,208 acres af 
being restored or ready for restoration, and 26,768 acres a 
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“coaling or preparing to coal.” The total yield of the 

ogramme from 1942 to the end of last year was 78,125,000 
a and the average yield per acre about 1,500 tons. The 
volumetric ratio of overburden to coal, which mainly governs 
the physical difficulty of working any site, has been rising 
yntil at present the average is about nine to one; but with 
an increase in prospecting, it may be that the additional coal 
required can be located. Vague estimates suggest that there 
might be 70 to 80 million tons on workable sites ;. allowing 
for “freezing” of sites by interested departments and for 
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other difficulties, this might enable 50 million tons to be 
removed. Even assuming a further growth in production 
costs (which include restoration), the present level of coal 
prices should afford the opencast producer—that is, the 
Ministry of Fuel and Power, not the Coal Board—fairly 
generous profits in the next two or three years. This is 
more likely to be gathered in by the Treasury than applied 
either for improved restoration or to offset the losses on the 
American coal the National Coal Board has been ordered 
to buy. 


* * * 


Railways and the Coal Cuts 


To save 10,000 tons of coal a week out of their total 
consumption of 290,000 tons, British Railways have been 
compelled to withdraw well over three thousand services. 
The third instalment of these debilitating and discouraging 
withdrawals takes effect on Monday next, and will involve a 
number of long-distance services that were presumably pay- 
ing their way satisfactorily. At this time of the year about 
65 pounds of coal is consumed per engine mile ; an exercise 
in proportion therefore suggests that a saving of 10,000 tons 
a week would call for a reduction of 290,000 engine miles a 
week (in practice, probably rather less) out of a total 
Passenger engine mileage of roughly five million. For the 
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sake of a little coal—about 3 per cent of the total weekly 
consumption of 290,000 tons on the railways—track and 
stock will be used to less advantage, though their indirect 
costs will continue. The normal economics of railway opera- 
tion have to be turned upside down because coal (which 
costs relatively little in the total of direct and indirect railway 
expenditures) is insufficient to allow the railways to run their 
business in accordance with commercial commonsense. 


This feeling of frustration has certainly made its mark on 
the railway administration. It has also created a considerable 
amount of suspicion in the minds of locomotive and operating 
staffs. The unfortunate Railway Executive can depend on 
getting plenty of kicks from the travelling public for cuts that 
have been imposed on the railways from above (exactly how 
this has been done seems to be in doubt), and perhaps they 
could have done more to explain how the curtailment in 
services has come about. Some of the men prefer to find 
the explanation for the cuts not in the professed need for 
Saving 10,000 tons of coal but in a dark scheme by the 
Executive for getting rid of surplus staff. This is not so, but 
it hardly helps the Executive in its present difficulties about 
staff relations. Obviously, the only reasonable assumption 
that the Executive can make is that the savings will not be 
demanded as soon as the risk of a fuel crisis has been averted 
—even this means apparently some time after Easter. In the 
last few weeks there has been great difficulty in finding 
locomotive crews and maintenance staffs because of sickness. 
No doubt it would be easy to exaggerate the chances of 
absorbing all the displaced passenger crews on freight ser- 
vices, but some transfers can be made. But what happens 
on the London Transport railways where cuts in services 
have now been made—in order to save, apparently, a mere 
700 tons of coal a week ? Can the train staffs be absorbed 
on other duties ? And will the saving be genuine, in the 
sense that boilers can be banked and generating sets taken 
out of service while the cuts are in force ? 


* * * 


Ceiling for Scrap 


Maximum prices for non-ferrous scrap metal came into 
force this week. The Ministry of Supply has approved the 
revised list of prices proposed at the meeting of the Scrap 
Advisory Committee on January 9th, with one or two minor 
amendments ; part of this list was given on page 285 of 
The Economist of last week. On the face of it, it is difficult 
to see how the new order will bring more scrap on to the 
market. Scrap prices have recently been well above those for 
virgin metal, but the new limits are quite appreciably below 
the Ministry’s selling prices of new metal, and in any case 
these are too low in view of the present scarcity of metal. It 
would have been more reasonable to have raised the prices of 
virgin metal above the corresponding prices for scrap. To 
reduce the prices for scrap, as the Ministry has done, is 
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‘Fishermen Ashore” J. W. DONALD— 


DEEP SEA MISSION 


ROYAL NATIONAL MISSION TO DEEP SEA FISHERMEN ~ 
74 R.N.M.O.S.F. House, 43 Nottinghem Place, London, W.1 
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THE “N.P.I.” POLICY 


not only creates capita: our of ‘ncome, ow «at a chosen 
retirement age the fortunate policyholder can apply 
this capital to provide an income for the rest of his life, 
without the anxieties of investment. And for fifteen years 
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this income is tax-free. 
Please write for the fully descriptive /eaflet. 
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unlikely to relieve the present metal shortage and may even 
intensify it. 

The test of the new control will be whether it maintains 
the supply of scrap coming forward ; there is reason to 
believe that the amount of scrap available at the new 
maximum prices will decline. First of all, the incentive to 
disgorge hoarded stocks has been reduced. The maximum 
price for No. 1 copper wire, for example, has been fixed at 
£175 a ton; last week it was selling at well above £200 a 
ton. Admittedly, since exports of scrap metal and secondary 
ingots are virtually forbidden, certain supplies will continue 
to come forward even at the new reduced prices. But the 
marginal quantities, which at the present time are very 
important, come from non-regular suppliers and these firms 
will only be encouraged to go through their surplus stores if 
the return they get from selling scrap more than compensates 
them for the cost and effort involved. 


Secondly, the new control does not impose maximum 
prices for secondary ingots ; that is a serious weakness. Any 
manufacturer or merchant can now buy scrap at controlled 
prices, convert it into secondary ingots and sell them at any 
price that metal users are willing to pay. In any case there 
is no scientific method for determining the quality of scrap 
and the number of people who have the necessary experience 
and expertise must be very limited; the order might 
therefore be easily contravened through ignorance as well as 
through connivance. 


x * * 

Expanding Nickel Output 

Nickel is a vital strategic material, as well as an 
important raw material for a peacetime economy. Last year, 
despite the increase in nickel output, supplies to civilian con- 
sumers had to be curtailed so that the defence requirements 
of the United States, Britain and Canada (including stock- 
pile purchases) could be fully met. The president of the 
International Nickel Company has stated this week that 
deliveries of nickel in 1950 reached a record level for any 
peacetime year. They totalled 256 million lb., nearly 47 
million Ib. more than in 1949. This large volume was main- 
tained only by drawing on reserve stocks, for the increase 
in output that took place last year was insufficient in itself 
to meet the increase in demand. 


At the outbreak of war, surface mining of nickel ore was 
developed. Between 1942 and 1945, out of a total annual 
ore production of 11,400,000 tons, over half (6,000,000 tons) 
was mined on the surface. These deposits, however, are now 
being worked out, and last year the surface mines yielded 
only 4,100,000 tons out of a total of 9,800,000 tons. A pro- 
ject to extend underground mining capacity was started 


‘. over ten years ago. Full conversion is expected to be com- 


pleted by 1953, when the total output of ore mined should 
reach 13 million tons a year—all of it coming from under- 
ground pits. 


* * x 


Learning from the Doctor 


The City in recent weeks has been watching with 
interest the speed with which the American authorities have 
been creating a pattern of economic and financial controls 
that became all too familiar in this country in the early post- 
war years. The latest move in this direction has been the 
declaration by Mr Snyder, after a conference with Mr 
Truman and the Federal Reserve Board, that the Govern- 
ment’s refunding and defence needs will be financed 
“within the pattern” of the existing 2} per cent rate 
for long-term bonds. This statement bears an interesting 
resemblance to the Daltonian utterances of 1945-47, for the 
US Government authorities appear to be fully aware that 
the continued pegging of the long-term rate will scarcely 
be achieved without a further large “ monetisation ” of debt 
and a consequent creation of credit. There is, however, one 
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important difference in this context between Mr Snyder’, 
position and that of Dr Dalton. How far the Bank o 
England differed from Dr Dalton’s tactics has never beep 
disclosed ; but he certainly did not have to face, as does 
Mr Snyder, an open conflict with the central banking author;. 
ties. And this declaration from him is merely the |ates 
round in a struggle that (as a Note on page 322 shows) i; 
certainly not over yet, even though it puts the Treasury in 
the lead. Mr Snyder’s contention (like Dr Dalton’s) tha 
small movements in interest rates could have little effect in 
restraining excessive spending of course misses the maiz 
point in the Federal Reserve’s argument: it is the creation 
of credit to sustain low rates, rather than the lowness of rate; 
as such, that does the damage. 


This attitude towards monetary policy is at least cop- 
sistent with other lines of US Government policy: the 
attempt to freeze prices and wages and the spread of physical 
controls reflect a forsaking of the rules of the market-place 
that implies a hope’ that rationing and direct action will do 
the work of the price mechanism. It is scarcely surprising, 
therefore, that systems of selective and “ qualitative ” controls 
are steadily gaining favour with the monetary authorities 
themselves. The most important of the restraining effects 
that the Federal Reserve authorities have been able to take 
since Korea have been those embodied in regulations W 
(control of instalment credit) and X (a new control of reil- 
estate credit). But, more recently, there have been restric- 
tive moves towards qualitative control of bank lending in 
general. The authorities are exhorting the banks, and other 
lending agencies, to minimise and screen their loans “ in 
the national interest.” It is being pointed out—in the words 
of the Federal Reserve Bank of eland—that “in time 
of expanding activity and rising prices, almost everyone's 
credit, at least short-term credit, is good, and it is very diffi- 
cult to distinguish between the essential normal needs of 
business, and those of an additional and speculative nature.” 
The priority certificate, it seems, is destined to become : 
principal weapon in the battle against inflation. It is to be 
hoped that America will not discover, as Britain did in the 
early postwar years, that all such weapons become very 
blunt indeed in any conditions short of total war. 


we * x 
Rhodesia’s Gold 


The Minister of Mines of the Southern Rhodesian 
Government has annouriced in Parliament at Salisbury tha 
permission has been asked from the International Monetaty 
Fund to allow a proportion of Southern Rhodesia’s gold 
output to be sold in the open market at premium prices. 
This statement promises the addition of yet another source 
of supply of newly mined gold reaching the free gold markets. 
The Government of Southern Rhodesia decided in 1948 (0 
pay its gold producers a subsidy of 27s. 6d. per ounce 0 
fine gold. This measure was found by the IMF to & 
inconsistent with its rules for gold dealings, which seck '° 
prevent international gold transactions at other than offical 
prices. By agreement with the United Kingdom this straight 
‘subsidy was set aside and replaced by other arrangements 
under which subsidies were given not on gold produced but 
on the basis of tonnage milled and of ore mined. pe 
ey, passed muster at IMF. These specs 

s to Rhodesian gold producers were withdrawn afte 
the devaluation of sterling; these producers have beet 
selling the whole of their output to the Bank of England # 
the official price. They cannot have ignored the 4 
fate of their neighbours in South Africa who, with IM! 
‘sanction, are able to dispose of up to 40 per cent of their 
gold output at premium prices, though they have to 60 © 
the inconvenience of having this gold fabricated before ‘ 
becomes eligible for this privileged treatment. The conc 
sions granted in the yy the IMF to South Africa 
hardly be withheld Pom “Southern Rhodesia, or C2220 
which is making a similar request. A situation is fast aris" 
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‘What is their 
commercial 
standing 2?’ 





‘THE WESTMINSTER BANK 
can, in many cases, give you an 
immediate reply; or, if the required information is 
not already available in the extensive and up-to-date 
records of the Foreign Branch, it can very quickly 
be obtained. The provision of reliable confidential 
information as to the reputation of your prospective 
overseas customers is part of a comprehensive service 
which the Westminster Bank provides for those who 
trade abroad. This service is described in a booklet 
which can be obtained without charge at any 
branch. Ask for The Foreign Business Service of the 
Westminster Bank. 


WESTMINSTER BANK LIMITED 
















for sterling quality 
— Scottish Widows 


| of COUTTS. 


THE HALL MARK OF 
STERLING QUALITY IN 
MUTUAL LIFE ASSURANCE 


SCOTTISH WIDOWS? 
FUND 


Head : 
9 St. Andrew Square, Edinburgh, 3 
London Offices : 


28 Cornhill, E.C.3 17 Waterloo Place, S.W.2 











INDUSTRIAL AND COMMERCIAL * 


I.C. F.C. 


ij 
FINANCE CORPORATION LTD. / 


Finance for the Private Company 


Rising costs of plant, stocks, and work in 
progress have combined with taxation to set 
new problems for the Private Company in 
raising additional capital or long-term funds. 
To assist sound enterprises in solving such 
problems within the limits of today’s priori- 
ties is one of the functions of the I.C.F.C. 


I.C.F.C. operates on commercial principles 
and offers despatch, economy and flexibility 
in method. 


Full particulars of the facilities offered may 
be obtained from 


The General Manager, The Birmingham Manager, 
7, Draper’s Gardens, 214, Hagley Road, 
London, E.C.2. Edgbaston, Birmingham. 


When in 1485, King Richard the Third cried:— 
“A horse! a horse! my kingdom for a horse” ! 
a Catesby was there to serve his need. 


Successive Generations of the House of Catesby 
offer the same tradition of service to the Leaders 
of Commerce and Industry of to-day in Catesbys 
Office Furnishing —for a complete new office or 
a single item we invite your enquiry to our 
Director of Contracts. 


Your enquiries for floor-coverings, and for any assistance are 
cordially invited. 


CATESBY 


/67 TOTTENHAM COURT ROAD 
LONDON, W.1 


Our only address. Telephone: Museum 7777 


LIMITED 











An Account of 
STEWARDSHIP 


Ar tHe END of 1950 our Deposits amounted 
to over £1,148 millions. Four of the chief 
ways in which we have employed these vast sums 
entrusted to cur care are as follows :— 


hi 


Advanced to Trade, Industry, Agriculture 
£289 millions 


lf and other borrowers 3 
aa 


c= Invested in British Government Securities, 
—  imecluding Treasury Bills and Treasury 
Deposit Receipts : £345 millions 





Loaned at Call or short notice to the 
Money Market (which in turn invests 
mainly in Treasury Bills and short-dated 
Government Bonds) : £116 millions 


“ Held as Cash in our tills and with the 
Bank of England and other Central Banks : 
£97 millions 





LLOYDS BANK 


LIMITED 






Lodged on Current, Deposit and 
£838 Millions other accounts. 


£246 Milliens ee for Trade. industry and 










British Government Treasury Bills, 


. Treasury Deposit Receipts and 
£403 Millions = Treasury ri 











Coin. notes and balances with the 


£156 Millions Bank of England and money at call 
and short notice. 


Capital : £9,479,416 

Reserve Funds & carry forward: £11,984,462 

NATIONAL PROVINCIAL 
BANK LIMITED 


Head Office: 15, Bishopsgate, London, E.C.2 
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==: COFFEE: The earliest 


witness tothe tonic effect 


| his flocks fed on a certain shrub the 



















ie effect on their behaviour was imme- eee 
7; diate and remarkable. Greatly + »“*", 
; # daring, he ate a handful of the 
WS berries and found the effect so j 
A ey. exhilarating that he ran non-stop to 
2 his village to break the news of his 
” discovery. " 
Although the popularity of 3>{( 
; He coffee was well established by the 
&S middle of the nineteenth century, 









3 Fe it was only at the beginning of § 
sca, the twentieth that Kenya Colony 
began to grow it. To-day Kenya 
specialises in the arabica variety % 
which is the finest quality grown. 

Full and up-to-date infor- © 
mation from our branches in Kenya 
on the coffee industry and on , 
general market conditions in the 
Colony is readily obtainable from 
Wg our Intelligence Department. 


BARCLAYS BANK 
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‘n which a very substantial proportion of the newly mined 
gold will be feeding, not the monetary reserves of the world, 
but the free markets that serve not only industrial require- 
ments but the hoarding demand for the metal. 


* * * 


Season for Trade Talks 


The Treasury is keeping a full programme of financial 
and commercial negotiations in train. The discussions with 
Switzerland reveal no difficulty on the question of payments 
these matters always go well when Britain is the creditor— 
but have bogged down somewhat on the trade side. Switzer- 
land, as a latter-day debtor to Britain and to the European 
Payments Union as a whole, is somewhat impatiently awaiting 
evidence of greater liberalisation in British import policy. 
The talks with Jordan have entered their third week. The 
tidying up of the financial relics of the old Palestine mandate 
has taken some time. The main problem that remains to 
be discussed is the release of Jordan balances for the 
current year. The talks with Egypt are completely dead- 
locked. The latest news from that quarter is that a secret 
debate on Egypt’s financial relations with Britain is to be 
held next week in the Egyptian Senate. Pending this debate, 
no further moves can be expected from the Egyptian Govern- 
ment. A Treasury representative is in Baghdad to discuss 
with the Government of Iraq the problem of hard currency 
allocations from the sterling area dollar pool. An agree- 
ment negotiated in 1947 provided for releases from Iraq 
sterling balances over a period of five years, but separate 
yearly agreements have to be made on hard currency alloca- 
tions. Trade and payments discussions are looming up with 
Spain and Portugal. They will probably be held in London 
so as to ease the burden carried by that increasingly peri- 
patetic species, the British higher civil servant. 


* * * 


World Bank Income and Expenditure 


The International Bank for Reconstruction and 
Development is acquiring increasing weight. Its latest half- 
yearly report puts it in the class of the billion dollar giants, 
its total loans over its four-year life having now crossed that 
milestone. The bank’s income has kept pace with the 
increase of its commitments. Gross income for the last six 
months of 1950 amounted to $13,370,710 after deducting 
loan commissions of $3,114,702 appropriated to the special 
reserve, This reserve receives the yearly 1 per cent commis- 
sion levied on all loans issued by the bank and earmarked in 
a special fund to provide for losses on loans and guarantees: 
by the end of 1950 the reserve had been built up to 
$34,752,901. 

The bank’s net income for the second half of 1950 totalled 
$7,754,631: outgoings on bond interest absorbed nearly 
$3,400,000, while the administrative expenses amounted 
to $2,408,907. The administrative budget, now running at 
the rate of almost $5,000,000 a year, is beginning to look 
generous in relation to income and turnover of business. 
The International Bank necessarily incurs heavy expenditure 
m the course of its far flung activities. Teams of investiga- 
tors have to be sent out to “ vet” projects and once loans 
are granted the bank takes inordinate but justifiable care to 
"follow through” and control the expenditure of the funds 
itmakes available to borrowers. This is all the more reason 
Why the elaborate and effective mechanism that the bank has 

sed to supervise the expenditure of its loans should also 
be used to screen its own administrative budget. 


* x x 
Fewer New Cars 


The expected cut in the home market quota of cars and 
Gumercial vehicles has. been announced by the Ministry of 
- The original figure of 110,000 cars (the same as in 
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1949 and 1950) has been reduced to 80,000 and the quota 
of commercial vehicles has been reduced from 95,000 (81,500 
iN 1950) to the same level as for passenger cars. Should the 
industry’s output during the year exceed 460,000 cars and 
230,000 commercial vehicles, half that excess may be sold 
on the home market. 


The Ministry of Supply has made the frank, if unusual, 
admission that “it is not possible to estimate with any 
assurance the likely output of vehicles in 1951.” On present 
evidence it seems possible that 60,000 fewer passenger cars 
might be produced this year than 1950's total of 522,500. 
This represents a fall in output over the whole year of about 
II per cent, on the assumption that the reduction of 15 to 20 
per cent in the first half of the year may be mitigated by 
some recovery of ouput in the second half of the year. It 
will be divided “equally” between the home and export 
markets, 30,000 cars being taken from the home market 
allocation and the remaining 30,000 from exports. This 
means that deliveries to the home market will be cut by 27 
per cent and those for export by about 7 per cent. 


There is some chance that the Ministry’s estimate will be 
exceeded. Vauxhall Motors is the latest firm to go over 
to a four-day week, but others, including the Austin and 
Ford companies, are maintaining employment by making a 
higher proportion of chassis. For allocation purposes, the 
Ministry is prepared to count a chassis as one vehicle. The 
extent to which chassis can be substituted for exports of 
complete cars depends on the quantities of sheet available 
for body pressings in the countries of destination and on 
sufficient supplies of materials, including non-ferrous metals, 
to maintain chassis output in this country. There are no 
reports yet of sheet becoming scarce in Australia, which is 
the chief market for chassis. Short-time working by part 
of the industry may improve deliveries of materials to other 
manufacturers, but early in the year, before the cuts in 
sheet steel supplies were announced, it was estimated that 
shortage of other materials would reduce the motor industry’s 


output by between 10 and 15 per cent in the first half of 
the year. 


* * * 


Working in a Vacuum 


The Director of the Royal Institution, Professor E. N. 
da C. Andrade, spoke last week of the remarkable way in 
which the esoteric laboratory technique of vacuum processing 
was quickly becoming standard practice in a number of 
industries. The object of the vacuum is to remove as many 
air molecules as possible, so that they do not interfere with 
the process being carried out. Modern vacuum treatment 
dates from the development within the past forty years of 
the diffusion pump, an ingenious apparatus which relies on 
a mechanical pump to produce a “rough” vacuum and 
then on a vapour pump which reduces the pressure in the 
chamber until a “high ” vacuum has been created. 


Professor Andrade described a number of industrial 
processes which are now being carried out as a matter of 
routine in a “high” vacuum. The evacuation of valves and 
cathode tubes, and the vacuum distillation process in the 
fine chemical industry, have been used for some years. More 
recently, the moisture in heat-sensitive pharmaceutical 
products such as blood plasma, penicillin and some vitamins, 
which cannot be removed by ordinary heat treatment, has 
been removed by evaporation under vacuum conditions after 
preliminary freezing. This process, adopted by the pharma- 
ceutical industry from necessity, has been taken up by the 
food industry from choice. In the United States, vacuum- 
dried orange juices, milk and coffee preparations are being 
sold on a growing scale in competition with those prepared 
by conventional methods, and their introduction in this 
country is expected. 


The technique of metal shadowing of microscope speci- 
mens and of metallising mirrors for astronomical and 
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scientific purposes is carried out in a vacuum for technical 
reasons. Exactly the same method is being used by quite 
small firms to give a decorative metal coating to. cheap 

_plastic sequins, buttons, sheets of paper and plastic and to 
coat condenser papers; the process gives a better and 
cheaper product. Vacuum coating technique has been used 
with such success that it is replacing other methods of 
plating. For convenience and longer working life, matrices 
of gramophone records are similarly coated. Other vacuum 
processes involve the production of gas-free metals of excep- 
tionally high purity, and of high precision castings. 

The atomic energy authorities are still the best customers 
for vacuum equipment, and are covering much of the 
development costs. Although vacuum techniques are suffi- 
ciently simple to be used by workers without scientific 
training, manufacture of the equipment calls for highly 
specialised engineering skill, which only a handful of firms 
can claim. One leading British firm in this field, W. Edwards 
and Company, might be thought small by ordinary industrial 
standards, but it has built up a business in the past thirty 
years solely by developing vacuum equipment and probably 
commands the highest concentration of vacuum engineering 
knowledge in the country. Another firm, British-American 
Research Ltd., is a newcomer set up to produce equipment 
developed by American vacuum specialists. Metropolitan- 
Vickers includes among its manifold activities a range of 
vacuum equipment—perhaps the nearest approach to mass 
production in this highly specialised field. 

* * * 


The Trend of Stocks 


Of all the dubious half-knowns in economic statistics, 
the measurement of inventories and work in progress is one 
of the most important and perplexing. The evidence of the 
latest analysis of balance sheets received in the last quarter 
of 1950 goes some way to support the impression that indus- 


ANALysis oF ComPpANY Reports PuBLISHED OcTOBER—-DECEMBER, 



































1950 (£'000) 
646 645 
Companies Companies 
Previous Previous | Latest 
Year Year Year 
Capital (Parent. | Fixed Assets :— 
Companies): | | Land, property and 
Debenture .......- 130,338 | 134,166 pleht asso et ies 703,664 | 768,452 
Preference ......0 | 172,718 | 175,051 | Less depreciation..| 159,070 | 182,106 
Ordinary ......e0e 256,250 | 273,618 | (ae 
——_—_— 544,594 | 586,346 
559,306 | 582,835 


i 

Reserves and! | 

Surplus :-— j 
Capital res. and! 


Tradetnvestments, 43,211 44,687 








EPT refunds....| 139,225 | 142,908 | 
Revenue res. and} | 
carry forward ....| 281,590 | 318,619 : se 
! intangible Assets.| 38,829 37,772 
Total Capital Re-| i 
serves and Sur-) | 
OBOE Nass isceaces | 980,121 |1,044,362 
} Current Assets :-— 
Outside Interests. Be * eegie 315,634 | 339,567 
in Subsidiaries. . 33,272 | 37,593 | Debtors .......... | 212,423 | 252,179 
| Gilt-edged securities! 31,858 26,457 
Current Liabilities | Other marketable | 
and Provisions:- | investments...... 112,188 | 104,886 
Bank overdrafts and | ROE db ovsdpecases 169,421 | 190,321 
MOS occcieces odie 40,756 44,591 
Creditors and ac- 
crued charges... .. | $23,369 | 354,220 
Reserve for future | 
OEREER 655660094 | 89,382 71,164 
Other provisions... | 31,258 | 30,285 





841,524 913,410 
|'.468,158 1,582,215 





454,765 | 500,260 
—— —" 
1,468,158 1,582,215 











try’s inventories, reckoned in real terms, have fallen, but it 
is not as conclusive as one could wish. The latest balance 
sheets for 646 companies show a rise in stocks from {315.6 
million a year earlier to £339.6 million—the latter figure 
relating to an average accounting date midway in July, 1950. 
To decide about the physical movement of stocks would 
require much more evidence than this—matters such as rates 


THE ECONOMIST, February 10, 1951 


of stock turn and the bases of valuation are involved and o, 
these there is little or no information. The book fj 


conventionally valued “at cost or market, whichever ¢ 
lower” reflect the full impact of market prices only afte; 
an interval during which stock is turned over. But it can 
probably be said with fair safety that a rise in book value; 
of inventories of 8 per cent reflects no more than the rise in 
prices during the latest notional financial year to which the 
figures apply. 

Another perplexity, on which no light is thrown by pub. 
lished accounts, is the division of the stocks ae st 
primary raw materials or incoming partly finished manu. 
factures on the one hand, and work in progress on the othe; 
hand. In recent months, a fall in the first would not have 
been inconsistent with a rise in the second—that is, the 
pipeline might have become more tightly filled with inter. 
mediate products even though it was receiving fewer raw 
materials. But this is only a speculation. There are som: 
indications that work in progress has lately been increasing, 
and firmer evidence about falling stocks of raw materials 
The balance between the two factors cannot be established, 
but it will have a crucial bearing on industry’s efforts to carry 
the immense burdens of defence, exports and essential outpu: 
for use at home. ‘ : 


British Merchant Tonnage 


At the end of 1950 the British merchant fleet totalled 
19,626,000 tons gross, according to Ministry of Transpor: 
figures published in the Digest of Statistics. This total com- 
prises all vessels of over §00 tons gross registered in United 
Kingdom and Commonwealth ports, and compares with a 
total of 18,608,000 tons at the outbreak of war in 1939 and 
19,382,000 tons at the end of 1949:— 


British TANKER AND NON-TANKER TONNAGE 
Vessels of 500°Tons Gross and Over—'000 Tons Gross 











UK and Colonial Total Commonwealth 











| 
Date by $$$ $$ $$ erence — nie 
| Tanker | aon Total Tanker a Total 
Sept. 3,1939.. | 3,064 14,313 17,377 3,236 15,372 | 18,606 
Dec. 31, 1949.. | 3,701 12,953 16,654 3,872 15,510 | 19,382 
Dec. 31, 1950.. | 3,962 13,600* | 17,562* | 4,149 15,477 | 19,62 











* Including 641,000 tons gross transferred from Canadian registry, but excludog 

54,000 tons of foreign tonnage on bareboat charter. 

The grand total is now about 1,000,000 tons larger than in 
1939 ; nine-tenths of this increase is accounted for by tankers. 
Ships registered in the United Kingdom and Colonies barely 
exceed the 1939 total, and then only because of the transfer 
of some 641,000 tons of Canadian-owned tonnage to the 
British register in the past year. Even including this 
group of ships, vessels other than tankers on the British 
register are 700,000 tons fewer than in 1939, while the British 
tanker fleet has increased by 900,000 tons gross. It is perhaps 
significant, in view of recent movements in tramp freight 
rates, that the total of British dry-cargo tonnage fell slightly 
during 1950. 

More tankers than dry-cargo vessels will be built in 195! 
also, to judge from the Admiralty shipbuilding returns pud- 
lished in the Digest: — 

British SHIPBUILDING, 1946-50 
Vessels of 100 Tons Gross and Over—'000 Tons Gross Bt 





Laid Down Under Construction at End of Yea 


Non- Non- Total 
Tankers | Tankers Tankers | Tankers pee 





ei ee | 208 ex | om 1,547 1,789 
IES. vdneties 291 a 414 1,570 a 
Mh... 5 409 811 620 1,363 1? 
1949.......... 608 606 855 1,005 el 
Pans 3 tscex 753 604 1,050 aul 1,8 





Well over half the t under construction is 10¥ 
tanker tonnage, of which §0 per cent is intended for British 
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NEW STEEL 
ROM OLD 


Pe 








Every extra ton of scrap returned 
means another ton of new steel. 


There is still a lot of scrap not coming back 
into production quickly enough. 

The British Iron and Steel Federation 
appeals now, in the national interest, to all 
industrialists to speed 
the return of iron and 
steel scrap through scrap Improved scrap 
merchants who can supplies have 
assist in dismantling and helped to raise 
collection however diffi- steel output by 


cult. Steel is serving you 3,500,000 tons in 
9 


well—now is your 
chance to help steel to — 


help you. 


BRITISH IRON AND STEEL FEDERAT ON 


STEEL HOUSE, TOTHILL STREET, LONDON, S.W.1. —S.1.A 
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SMITHS 
famous for 
aul time... 
male the 
finest 
MASTER 
CLOCKS 
and 





TIME 
RECORDERS 


Installations may be purchased 
outright or arranged on rental 
terms. Write to us for full 
details or call at our Showrooms 
for a practical demonstration. 





ENGLISH CLOCK 
SYSTEMS LTD 


Speedometer House, !79-185 Great Portland St, London W.| 
Langham 7226 


THE INDUSTRIAL BRANCH OF 


SMITHS ENGLISH es CLOCKS LIMITED 
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We've solved some problems in our time 


In 1927—a Power Station problem. Generators driven 
by turbines. Turbines dependent on vacuum produced 
by condensers. Condensers supplied with river water by 
pumps. Pumps driven by electric motors. And to join 
the ends of this chain of interdependencies—the motors 
driven by current from the generators. That circle once 
broken by stoppage from any cause, the motors had to 
find power from elsewhere or the turbines could not be 


re-started. 


@ Obvious answer—a stand-by battery. But batteries 
idle for long periods are apt to prove work-shy when 
most needed. We worked out a new system of charg- 
ing—the continuous feeding of a battery with exactly 
that fraction of charge which otherwise it must daily lose 
through standing unused. We called it trickle-charging. 

@ We started something, there. Trickle-charging is 
universal, now, for stand-by batteries. Our own Keepa- 


lite automatic emergency lighting system, using trickle- 





charged batteries, is in use all over the world. 


@ And the Chloride battery that began it? Disman- 
tled at last after 22 years. Was it worn out? Far from it. 
Good for many years more service. But the building in 
which it stood has just been demolished. They’re build- 


ing a new Power Station. 


@ Our battery research and development organisation, the 
largest & best equipped in the country—if not in the world—is 
always at industry’s service, ready at anytime to tackle another 
problem, 





CHLORIDE 


BATTERIES LIMITED 


Makers of Exide Batteries 


EXIDE WORKS - CLIFTON JUNCTION - NR. MANCHESTER 
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registry ; of the 1,357,000 tons of shipping laid down during 
1950, 753,000 tons comprise tankers, of which half are 
for British registry. It is true that some 430,000 tons gross 
of other sea-going tonnage was laid down for British owners 
during 1950, but this includes liners and other vessels which 
wre not likely to affect the tramp freight market, and in any 
event there is a high obsolescence rate in this class. It will 
re some time before the recent spate of new orders for dry- 


-argo vessels reaches the stocks, let alone enters service. 


* * x 


Argument on Timber 


An argument between the Timber Trade Federation 
and the Board of Trade on the cause of current high prices 
‘op softwood has been recently aired in public. Private 
mporters are worried because, since they were granted 
smited freedom last October and allowed to import supplies 
‘om Western Europe and certain other countries, prices of 
smber have risen quite sharply. This fact has been used in 
certain quarters for attacking private trade. Mr Norman A. 
Wright, the President of the Federation, has maintained that 
European timber producers had been encouraged to ask 
higher prices because “some months before the scheme 
pattially to restore private importation) was introduced, the 
Timber Control had made large contracts for softwood 
umber on the Pacific coast, following the devaluation of the 


| pound, at prices very seriously higher than those obtained 


previously.” 

Mr Hervey Rhodes, the Parliamentary Secretary to the 
Board of Trade, replied that the Board “ bought heavily 
last autumn in North America at prices below the level then 
ruling on the domestic market there and roughly corre- 
sponding to those being asked today.” He suggested that 
by building up stocks the Board of Trade had, in fact, 
ucreased the bargaining power of the private merchants. 
This argument is reminiscent of the conundrum about the 
chicken and the egg. The real point is that all commodity 
prices have risen sharply since the invasion of Korea and 
neither the Board of Trade nor private merchants could have 
‘emmed this inflationary surge by staging a buyers’ strike. 

In fact, the Timber Control bought only very small quan- 
tues of softwood from North America in June and July. 
The period of heavy buying was spread over the three 
months, August to October. In this period the Timber 
Control bought at varying prices—at first at high prices 
and later, when the break occurred at the beginning of 
October, at lower prices. Stocks of softwood in Britain at 
‘ne end of June were run down to a mere 170,000 standards 
and the Timber Control would have been compelled to buy 
mmimum requirements almost irrespective of price. Its 
gamble on the market nine months earlier failed and was 
urectly responsible for the dearth in supplies in the middle 
{the summer. The choice was thus blunt—dear timber 
‘no timber at all and the Control had at last learned that 
‘would have to pay to get what it wanted. The break in 
the American market, when it occurred, was unexpected and 
‘n¢ Timber Control made sensible use of its opportunity. 
But if it had postponed all its buying until prices fell, the 
timber trade would have been in a sorry plight. It is, indeed, 
vue that private trade should not be blamed for the recent 
“st in umber prices. But if the Timber Control had not 
‘ult up British stocks of timber before private importation 
“es resumed, the rise in prices might have been even sharper. 


x * * 
Agricultural Prices See-saw 
The trend in agricultural prices in recent weeks has 


te conflicting. Grain prices fell quite sharply in the middle 
eee but subsequently recovered and this week reached 
fall seasonal peaks. Sugar, on the other hand, has been 
Me steadily though moderately since January roth. The 

Per world crop is at last beginning to tell on the market, 
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and for the first time since July the Cuban price has 
fallen below § cents a Ib. Cocoa has also weakened, chiefly 
because of the American price freeze, but the futures market 
seems firm. Tea in Calcutta reached 35 rupees a Ib. a 
fortnight ago, but has since declined, while lard has now 
fully recovered from its temporary fall of three weeks ago. 


| 1949 1950 1951 
idence sens ais 
i Dec June Jan. 3 Jan. 10/Jan. 17\Jan. 24 Jan. 31) Feb. 7 
ine een 
Wheat (cents per 
bushel) ........ 216% | 2162 | 2463 | 2483 | 243 | 2443 | 2525 | 2563 
Maize (cents per | i i x 
bushel) oo... 131; 148 | 176 | 179% | 1753 | 1763 | 1793 | 182 
Sugar, Cuban (cents 
Bet: Te sss 4-38 4-30 5-45 5°65} &-07 | 5-05 5-00 4-90 
Cocoa, Gold Coast i | 
_{s. per 50 kilos) | 190) 208} 260 290 310 | 310 310 305 
Cotiee, Kenya (s. ' 
_, per owt.) ...... | 172-8 | 197-8 | 300-8 | 300-8 | 309-8 | 309-8 | 309-8 | 309-8 
fea, Calcutta, ex- | | } 
port average (ru- | | | 
pees per Ib.) ... | 293 31) 32,75 Be | MG 34} 
Lard, Prime West- i | ' 
ern (cents perlb.) | 9-87 { 11-50 | 19-42 | 20-30} 20-85 | 20-3 |} 20-7 | 20-85 
Tallow (s. per cwt.) 60 85 89 es | 89 | 89-} 89 95 
Edible Oils :— i i 
Coconut, crude (£ i | } | 
_ per ton) ..... | 1066 ; 106 | 106 ;{ 106 106 | 106 | 106 106 
Groundnut (f per | 
OD cassie ces 144 | 1144 | 144 | 1144 | 14 | 114 | 


140 | 140 


Last month, then, saw a break in the steady rise in agri- 
cultural prices. For most of them the decline was short-lived, 


but for sugar, at any rate, the downward trend might well 
be continued. 


Shorter Notes 


The British Government is gradually being forced to 
take steps to conserve Britain’s dwindling supplies of raw 
materials. As from next Monday export licences will be 
required for all destinations for antimony, vanadium and 
zinc (and certain types of their alloys) nickel ores and con- 
centrates, cobalt compounds, certain types of steel materials, 
sulphuric acid, naphthalene, anthraquinone and even feathers, 
down and candles. The coal shortage and the power cuts are 
said to be responsible for the ban on the export of candles. 


x 


In order to accelerate deliveries of imported American coal 
more than 264,000 tons of which has now been landed at 
British ports, a number of large American vessels have been 
chartered to carry coal to Rotterdam for transhipment to 
Britain. This decision, which will add something to freight 
charges, has been explained by the National Coal Board 
as due to the limited facilities British ports possess for dis- 
charging coal from large ships. The Board’s spokesman held 
that “whether the operation saves money or not is of far 
less importance than the pressing need for coal now.” For 
the next few weeks at least, this principle is undeniable; but 
the expedient, for which the Ministry of Fuel and Power is 
responsible, will worsen the financial situation of the Board. 


* 


Two more motor manufacturers raised their prices this 
week. Vauxhall Motors has increased the price of its cars 
by £20, so that the Wyvern now costs £415 and the Velox 
£470 (both plus purchase tax). The price of the company’s 
Bedford trucks has been increased by between {25 and 
£80, the new price of the 10-cwt. van being £365 and of 
the 7-ton lorry £850. The Austin Motor Company 
has also raised its prices. The new figures are not yet 
definite, but the A.40 is expected to go up from {£392 to 
£420, and the Sheerline from £1,250 to £1,340. The price 
of the 25-cwt. truck is expected to rise from £645 to £685 
and of the §-ton lorry from £678 to £773. These increases 
are in line with those recently announced by other manufac- 

eturers. The Rootes’ Group Hillman, for example now costs 
£425, the same price as the Ford Consul, while the new 
price for the Ford Anglia is £280 an increase of £23. 
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Company Notes 


Roan Antelope and Mufulira.—The 
revenue accounts cf Roan Antelope and 
Mufulira for the six months ended December 
31, 1950, provide impressive justification for 
the recent activity in Rhodesian copper 
shares. Estimated profits before taxation of 
Roan Antelope have risen substantially from 
£678,000 in the second half of 1949 to 
£2,695,000 in the six months to December 
31, 1950, and those of Mufulira from 
£1,623,000 to £3,796,000 for the same 
periods. Both companies, however, report 
lower profits in the 1950 December quarter 
than in the previous three months ; estimated 
profits of Roan Antelope have fallen from 
£1,601,000 to £1,094,000, and Mufulira from 
£2,021,000 to £1,775,000. 

This easing of profits in the last quarter 
was not accompanied by a fall in the produc- 
tion of blister copper ; Mufulira production 
was up from 20,763 tons to 21,855 tons and 
that of Roan Antelope from 17,795 tons to 
18,533 tons. This rise in production is in 
distinct contrast with the announcement of a 
10 per cent cut in production, made neces- 
sary by the shortage of coal, which was to 
take effect from October 11th last ; the com- 
panies have had ane practice in showing 
ingenuity in meeting fuel shortages and per- 
haps their effect was over-estimated. But 
the rise in production would certainly have 
been much greater if fue] had been plentiful. 
The high level of profits in the last six 
months reflects the high prices of copper in 
a world short of non-ferrous metals. 


Roan Antelope 6 Months to 


Dec. 31, 
1949 1950 
Blister copper sales (long tons) ........ 27,448 35,648 
In £°000s 
ROME Kocsce ss :akteeke knddseccd 3,126 5,904 
Operating expenditure.............. 2,017 2,837 


Added to value of stocks ........... 72 138 


Estimated operating surplus ........ 1811 3,205 
London expenditure. ..........0.6+- 53 60 
MeMACOTROOAD . ovo sce se cecccens'ns 450 450 
Estimated profit before taxation ........ 678 = 2,695 
Mufulira 6 Months to 
Dec. 31, 
1949 1950 
Blister copper sales (long tons) ........ 32,349 41,118 
In £'000s 
REVO. . 6004s vncediakssncetveseae 5,683 6,735 
Operating expenditure.............. 1,895 2,778 
Added to value of stocks ........... 218 231 
Estimated operating surplus ........ 2,006 4,118 
London expenditure. ............+.- 33 42 
ROO, 60s idckesn+innciyinne 350 350 
Estimated profit before taxalion ........ 1,623 3,796 


The confident expectation that the ordinary 
dividends of these companies will be increased 
is supported by these results, particularly 
after the mews that the labour disputes in 
Northern Rhodesia have been settled. It 
must be remembered, however, that fuel 
shortages remain and that neither Roan or 
Mufulira has transferred to Rhodesia; this 
fact may not greatly alter the ordinary share- 
holder’s net return, though it may affect the 
market’s view of the shares in comparison 
with Rhokana. The 5s. ordinary stock units 
of Roan Antelope on the present dividend 
of 25 per cent give a yield of nearly 6 per 
cent, at 21s., and the 5s, units of Rhodesian 
Selection Trust, which controls Mufulira, 
yield over 6} per cent on the 50 per cent 
dividend and at the present price of 38s. 


w 


Liebig’s Extract of Meat.—The rise in 
group trading profits of Liebig’s Extract in 
the year ended August 31, 1950, from 
£1,348,000 to £1,659,476 may be attributed 
in the main to the expansion of trading of 
the company’s European subsidiaries, par- 
ticularly in Belgium and Italy. Profits earned 
at home by Oxo Limited dropped consider- 
ably ; sales of this product fell off in the 
summer months as consumer’s demand 
slackened, but improved considerably in the 


last quarter of 1950. Trading profits have 
shown a welcome improvement in the River 
Plate and have been sufficient to absorb the 
losses on exchange, which are shown in the 
accounts, after crediting certain exchange 
profits from other sources, at £207,818, 
against £53,006. The fall in the British taxa- 
tion provision from £610,364 to £384,058 
arises “rather from a change in policy than 
from any other factor” as the company will 
no longer provide for any taxation liability 
on the earnings of foreign subsidiaries until 
these profits are brought into the parent com- 
pany’s accounts. “To pave the way for 
still greater efforts ” the European subsidiaries 
have conserved the major part of their very 
satisfactory earnings, so that retentions by 
subsidiary companies are shown at £267,092, 
against £119,289; in 1949 these retentions 
were drawn on considerably by the transfer of 
£115,490 from subsidiaries’ general reserves 
in order to build up the parent company’s 
contingency reserve. The ordinary dividend 
of 9 per cent, tax free, has been maintained, 
so that the gross yield on the £5 stock units, 
at the current price of £14, is some £5 17s. 


* 


F. W. Woolworth.—The impressive rise in 
trading profits of F. W. Woolworth last year 
by nearly £1,000,000 to some £12,260,000 
was only accomplished, according to the 
chairman’s statement, by obtaining a con- 
siderably increased volume of sales. This 
increase has been achieved by “ better buy- 
ing at a lower ratio of profit mark up” and 
“much improved store operation.” Last 
May the company decided to build up a 
reserve of selling merchandise ; the 
shrewd timing of this policy can be measured 
by the rise in the book-value of stocks from 
nearly £6,700,000 to over £10 million. The 
foresight of the directors in stockpiling in a 
period when further rises in the price of 
consumer goods were clearly to be expected 
contrasts favourably with the running down 
of stocks by the Ministry of Food in the 
same period. The company are now well 
placed to sustain the rising turnover which 
is “an absolute necessity in view of con- 
tinually imcreasing expenses, of which not 
unnaturally wages are by far the biggest 
item.” The chairman also discloses that the 
present net current assets of a little over 
£18 million are sufficient to meet all fore- 
seeable additions to fixed assets and to finance 
any likely increase in stock values. 


Mr. B. E. Uffindell joins other leading 
industrialists in tilting his lance at the pur- 
chase tax, amd in particular its automatic 
increase each time the cost of goods rises. 
To avoid this adding fuel to the inflationary 
bonfire the chairman suggests that purchase 
tax on essential and semi-essential goods 


should be frozen if the percentages cannot 
be reduced. 


Central Line Sisal Estates.—The direc- 
tors of Central Line Sisal Estates have 
recommended a final dividend of 20 per cent 
to make a total payment for the year of 25 
per cent. This compares impressively with 
a total dividend of 10 per cent in 1948-49 
and provides the equity shareholders with 
a due share of the jump in profits in the 
year ended ee 30, 1950, from £95,802 to 
£136,625 ; this latter total includes £15,500 
of provisions no longer required. The policy 
of building up revenue reserves continues 
for £30,000, against £20,000 last year, has 
been transferred to general reserves. A provi- 
sion of £15,700 is made for past years’ taxa- 
tion still in dispute. The rise in profits, 
accompanied by the increased dividend, 
follows a period of considerable activity in 
sisal shares in recent weeks. 
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SECURITY PRICES ANp 
YIELDS 








j “i. 
Price, | Price, Yield, | Gross 
Jan. 31,| Feb. 7,| Feb, 7 | Yieti, 

1951 | 1951 | 195)’ | Fe7, 


| s(n) 1%] 
Bonds 24% ...|1014 fing |* **/{ s¢ 
Mar. 1, 1951 53 016 8iin a 
ar Bonds 1014, [1014 a ae 
tehene Stk, 243 101 6 sin iG 
xchequer %}10. 102 * 
Feb 15, 1965.01 ow sin 
ar Bonds 24%... |1024 1023 (014 511%; 
Aug. 15, 195456.) xd z4 1019 O12 1% 
Funding 22%...... 102 (1028 [003375 
June 15, 1952 57. 13 8\2 8 3 
Nat. Defence 3%.../103% (103% [013 5 2 5 
July 15, 1954 58 13 8lo0 3 
ar Loan 3% Saat 104% [104% [015/245 
Oct. 15, 1985 58. 1 3 6/2n1 4 
Sa See 9 | 9 «$116 51335, 
Aug. 15, 195565.) xd | xd |114 2/3; % 
ng 2$%...... 9% | 9 [112 41216 | 
April 15, 1956 61. 110 0) 213 5; 
ng 3%....... 9; 19% (2011344 
April 15, 1959 69. 116 5/3 44, 
Wheivivess 99 988 1115 613 21% 
Aug. 1, 1966 68 115 3/327 
es 5 106% [106 | 11010 3 Sy, 
May 1, 1960 90 119 10\ 315 ) 
Bonds 3% .| 968 | 963 12.1 6/3 buy 
Sept. 1, 1960 70 xd xd [1176135 % 
Sa Bonds 23%| 93§ | 93% (119 6/33 % 
May 1, 1964 67 . }117 613 1 5 
4% j107}xd /106$xd/ 112 1113 7 
Sept. 1, 1920 76 
Savi 3% 1949 194 1223 30 1 
Aug. 15, 1965 75.| xd xd [118113 6) 
Consols 4% ....... 102 101s | 11:17 6/31 & 
(after Feb. 1, 1957) 
Sarkar! ons} 9S of 612: OMS 
errs 1961) i 
Treasury Stk. 2§%.| 693 693 (119 9 33 
(after — 1, 1975) | 
Treasury Stk, 3%..| 82} 82 [2 06 341 
Treasury Be isi 101g «(1009-118 1 
t S }118 1/3 9 % 
eum t isin els 4 1 oes 
edemp. St Be 21 5,30 & 
Oct. 1986 96 .... [2 0 1/3 93 
War Loan 34%....| 93 9% (217/51 mu 
(after Dec. 1, 1952) 
is M3% ...-.. 6 69} (119 7/32 ¥ 
Brit. Elect. 3% Gtd) 95$ | 95§ | 2 0 3/3 31 
April 1, 1968 73.. jie )3 14 
Brit. Elect. 3% Gtd| 95 | 93 | 2 0 2/33 % 
Bait Beet, 34% Gt. bon, |i ie a3 su 
rit. t. Gtd.j101 8 3 lie 
Nov. 1s tote 78. ee (1218 2/3 911 
a 90 89 (2 5 21:32 & 
ay 8-88... 12 1 01310 2 
Brit. Tpt. 3% Gtd..| 95 | 95 (205.591 
April 1, 1968-73. . 1119 0/375 
Brit. Gas Gtd. 3%..| 893 ) oe or 
May 1, 1990-95 .. i 20 8,31 
} 


(e) To earliest date. (f) Flat yield. (g) Assuming 
demption in 1957. (A) Flat yield given above. |i! 
deemed, in 1952 net redemption yield £5 5 0, gross (01: 4 
() To latest date. (m) Net yields are calculated ail» 


* Assumed average Ue 





allowing for tax at 9s. in { 
13 years 10 months. 







Dividend: | Ordinary [Jan 3, F091 
Socks 


1951 | 1951 195i 
(a) (b) (ic Pe 








66 & @lAngio- th | 3 4 
25 o| 5& a |Anglo-I Bee 
10 6] >a | 87/6 ee 
Tha| 20 6 jAssoc. P.Cem. {1 Meas 
40 ¢| 35 cjAustin 5/- {10}, 27/3 |e Fs 
{5 « [120 b [Bass £1 50-8 os 
¢ 10 a | 6 318 0 
Se] We (1h 
2b] ba 97/- i 
Sail Wb 59/- | 4 il 
5b a 39/6 |3 5% 
2 ¢@ a /- | 21/- sho 
Sel &e yee ie ss 
156 e115 ¢ 61/9 | Br 3 2 
10 6] 10 ¢ a/b 3 
li a} 21 b 14/4 | 15 3 
15 a| 173d wih) et 
71 b| 3a 45/6 18 3 
1846 a 1110/- leas 8 
5a tS | 44/- oe 8 
0 6] 0 € 44/4 aN 
15 ¢j 15 ¢ | 51/6 18 3g 
45 61 15 a w/- |3 34 
461 Ba cartae 
145 re ee la 6D) 
56 lees. 1495 
Bic] det fae 
8c} Be | 3m | 545 9 
hej I : i oe \4 su 
b a 31/' ) 4-13 on 
15 a| 2hb -| 45/620) 45/94) ° = 
enero a . f tax 

(a) Interim. (®) Final. (c) Whole year. { Free® 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended February 3, 1951, 
total ordinary revenue was £180,346,000, 
against ordinary expenditure of {55,683,000 
and issues to sinking funds £340,000. Thus, 


including sinking fund allocations of 
{14,243,000 the surplus accrued since 
April Ist is £546,820,000 compared with 


{504,170,000 for the corresponding period 

a year ago. 

ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


eceipts into 
Exchequer 
(£ thousand) 


April 1,/April 1 
1 








Week | Week 
ended | ended 
Feb. | Feb. 


4 | 3, 
1950 1951 


| Esti 
ue | mate, 
Feb. 4, | Feb. 3, 
1950. | 1951 













Ine ome Tax.....- ! 

Sur tax .....-- wel . 
Estate, etc., Duties | 195, 
StampS.....ceeees | 50, 
— - ae } 270, 


Other Inland Rev. | 
SpecialContributn. 


4, 
Total Inland Rev. |2028 


































i i 
—_--—. 

Customs. ....ee0- 870,650, 682,933, 746,243) 9,181! 15,623 
Rat 5. ccineten 713,1 627,800 624,769; 50,386, 45,198 
Total Customs and i 

Excise ......0. 1583800;1310733 1371012) 59,567 60,821 

: |= 

Motor Duties. .... 53,768 58,432] 3,476 4,311 
Surplus War Stores 77,794; 35,95: 9 5 
Surpl’sfrom Tradg.' 85, 47,541) 41,90 ene 
P.O.(Net Receipts)! ... fare Py | 600 
Wireless Licences. | 13, 10,390) | 2,000 
Sundry Loans....} 27, 16,616, Lee 
Miscell. Receipts 

(in Crown Lands) 80,197) 1,641 411 
Total os Rev.. . '38978003207313 3149129181223'180346 
SELF BALANCING — 
Post Office . 172,150) 136,600; 141,7 4,500, 2,400 
Income Tax on } { 

E.P.T. Refunds.; 5,7 10,340) 








Total 


»xchequer 
to meet payments 
__(£ thousand) 
















ture |, mate, April 1,/Aprit_ 1 Week | Week 
Expenditure 950-811 1949 "| 1950 ended ended 


to to 
Feb. 4, | Feb. 3, 
1950 1 


Feb. | Feb. 
4, 3, 
1950 | 1951 





ORD.EXPENDITURE i 
Int. & Man. of Nat. ! 
22,116, 17,522 








Debt.......... 490,000) 382,632, 384,53 

Payments to N.} | 
Ireland. seeveee| 36, 31,172; 29,5) 1,730, ... 
viher Cons. Funds; 11, 9,747 8,87 56 69 
Total .........44 | 537,000 423,550 423,000] 23,902 17,591 
Supply Services 


.» 2918069 2265433 216 


2688985,2588 
4 14,24 


40,400 38,092 


64,302, 55,683 
660, 340 



















Total Ord Expd.. 345506 


Sunking Funds .., 








Total exe]. Self-| } 
Bal. Expd.). 


... 34550692703143 260230 


i 
f 
, 


64,962 56,013 








Te tal finel. Self- 
al. Exp)... . 353292 











After increasing Exch 

e : equer balances by 
{804,707 to {4,566,271, the other operations 
me week decreased the gross National 
«ot by {116,639,961 to £25,971 million. 


NET RECEIPTS (¢ thousand) 


War Risks Ins 

Tithe Act, 1936, ry veces Sue en is 
525 

NET ISSUES ({ thousand D2 

P usan 

Pa cegraph (Money) Acts, 1948 and 1950 500 

Bn, MeO, Aw se exsuher tee irg bent ieee 219 

jeut Guarantees Act, 1949, s. Wk viii 35 


‘he (Scotland) Act, 1944, Housing (Financial 


Tovisions) (So 
Sota Sean Ach 29, and a 
0 “ Authorities Loans Act, 1945, s. 30) ee 700 
_Oveneas Font Development Act, 1948, s. 17(1) pe 
wane Acts, 1846 and 1947; “osiwar Geedite,. $20 


| 
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CHANGES IN DEBT (£ thousand) 
Receipts PayMENTS 

















































































-0 | 210-0 56 
Nov. 250-0 | 347-7 | 250-0] 10 2-70 | 60 
r 250-0 | 318-4 | 250-0] 10 3-17 72 
an 250-0 | 325-6 | 250-0] 10 3-13 69 
- 260-0 } 310-6 | 260-0} 10 3-36 79 
Dec. 250-0 | 347-5} 250-0] 10 2+74 60 
: 260-0 | 328-8 | 260-0] 10 3-09 72 
s 260-0 | 314-6 | 260-0] 10 4-55 49 
» 230-0 | 301-7 | 230-0] 10 2-93 67 
. 250-0 | 302-4 | 250-0] 10 3-50 82 
Jan. 240-0 | 301-4 | 230-0] 10 3-35 20 
* 230-0 } 319-4 | 230-0] 10 2-75 60 
. 230-0 | 321-3 | 230-0] 10 2-79 60 
a 240-0 | 337-8 | 240-0] 10 2-92 61 
i 
Feb. 21 230-0 | 336-4 | 230-0] 10 2-52 | 54 


On February 2nd applications for 91 day bills to be paid 
from February 5 to February 10, 1951, were accepted dated 
Monday to Saturday as to about 54 per cent at £99 17s. 5d., 
and applications at higher prices were accepted in full. 
Treasury Bills to a maximum of £250 million are being 
offered for February 9th. For the week ending February 
10th the banks will not be asked for Treasury deposits. 


NATIONAL SAVINGS 
(£ thousand) 








y ota 
Custom sys 
Jan. 28, | Jan. 27, | Jan. 27, 
1950 | 1951 1951 
Savings Certificates :— i 
ee AERA SOP ee oe 2,000 | 1,700 72,600 
Repayments ...........- 2,200 | 2,400 | 107,100 
Net Savings .........--- Dr 200 ‘Dr 700 \Dr34,500 
Defence Bonds :— 
WOO a as ah cadences 335 | 290 13,850 
Repayments ........-... 809 | 735} 40,354 
Net Savings.........-«s- 474 ‘Dr 445 (Dr26,504 
P.O. and Trustee Savings 
Banks :— i 
RROCGIIB sane Facts ce sees 12,703 | 13,030 | 537,885 
Repayments ..........-- 11,458 | 12,030 |] 580,636 
Net Savings .......+...+ 1,245 | 1,000 [Dr42,751 
Total Net Savings. ........ 571 Dr 145 |Dr108755 
Interest on certificates repaid 466 564 23,830 
Interest accrued ........... 2,377 2,426 | 103,784 
Change in total invested. ... |+ 2,482 |-+ 1,717 '— 23,801 


BANK OF ENGLAND 














Treasury Bills .... 30,428 | Nat. Savings Certs. 100 
24% Def. Bonds.. 190 RETURNS 
3° Def. Bonds... 315 
24%, Nat. War Bs. FEBRUARY 7, 1951 
ee ol ses 114,568 
Tax Reserve Certs. 9,250 | ISSUE DEPARTMENT 
Other Debt :— | £ f 
Internal. ....... 305 Notes Issued:- Govt. Debt... 11,015,100 
“External ....... 100 | InCirculation 1286,377,742 Other Govt. 
Ways and Means | InBankg. De- | Securities ... 1334,222,620 
Advances ...... 22,240 partment .. 63,979,081 | Other Secs... 751,339 
-_—- -_— | Coin (other 
30,428 147,068 | than gold)... 4,010,941 
onmnnae’ | —— |Amt. of Fid. 
ee 1350,000,000 
FLOATING DEBT Gold Coin and 
‘ " uilon fat 
({ million) 248s. per oz. 
? GOD). o:6 sve 356,823 
Treasury Ways & Means : | 
Bills Advances De- | Total 1350,356,823 | 1350,356,823 
pest ik . sits | Float- 
Date al ee 4 ee BANKING DEPARTMENT 
Tender| Tap De o | z- | Banks Debt é £ £ 
PS: | land Capital ...... 14,553,000} Govt. Secs.... 292,681,441 
| ’ b PRs ices ee 3,814,262! Other Secs.:- 63,028,721 
‘eb. 2960-0 1905-2 5743-0 | Public Deps.:- 30,826,650! Discounts and 
| | Public Acets.* 21,573,563 Advances... 16,594,234 
Oct. 28] 3170-0 | 2041-1 5} 6268-0 | 4.M. Treas. Securities.... 46,434,487 
Special Acct, 9,253,087 
Nov. 4]3180-0! 1885-7 . 75-0 | 5992-0 | 
» 11] 5180-0) 1897-3] 374-3 543-0 | 5995-1 | Other Deps:- 371,114,875 
»  1813190-0) 1968-7] 372-5 one 555-5 | 6086-7 | Bankers..... 285,312,948 | Notes........ 63,979,081 
. 25 3200-0 | 1950-0 390-9 0] 6104-9 | Other Acts... 85,801,927 | Coin........ . 619,544 
actainiaidalaisitiines 
Dec. 2 30-01 2986-3 $691 -0 | 6080-4 420,308,787 420,308,787 
ns 40-0) *6] 375- *O} 6111-7 | * Including Exchequer, Savings Banks, Commissioners of 
me 7 Pree —s . ok | National Debt and Dividend Nesowate 
951 COMPARATIVE ANALYSIS 
Jan. 6]3270-0! 1861-8] 394-7 -O | 6026-5 | if million) 
»  1313250-0| 1823-31 406-3 -O | 5952-1 | 
»  2013220-0| 1844-6] 396-8 0 | 5906-4 | 1951 
3200-0 | 101-9] 407:8 -O | 5829-7 | nor eraninre 
Jan. | Feb 
3190-0 | 1842-4 ‘6 | -0 | 5837-9 | me Eg 
| issue Dept, — 
TREASURY BILLS | Notes in circulation..... -7 1282-0:1286-4 
if million) | Notes in banking depart- 
: Rcateraere cosets 55-7, 68-3 64-0 
2 ' overnmen ie and | 
Amount Allotted | securities® ..... nisoak -31345-2 1345-2 
Date of at | Other securities......... ‘7; 0-8 0-8 
Min. Gold and Coin.......... 4 44 4: 


4 
Valued at s. per fine oz... 248/0 248/0 


Banking Dept. i= 


Deposits :— 
Public Accounts ........ *5} 13-0' 21-6 
Treasury Special Account “4 2-4 93 
OE 5 a kds Svea 3-3; 297-9! 285-3 
CRONE 65 cc ousees caeeees -8 86-7, 85-8 
Mi sixcianiacsdecape -0; 400-0) 402-0 
Securities :-— i 
Government. ........2.- “7, 293-6! 292-7 
Discounts, etc..........+ *5 19+7) 16-6 
J BR ROR a eee *4 35-6 46-4 
Pic eee densceuns -6, 348-9) 355-7 
Banking dept. res......... ‘6 69-4) 64-6 
4 oy o; 
{2 if 
+ Pr kc és ee ssi 4 17-3 18-0 





* Government debt is £11,015,100, capital £14,553,000, 
Fiduciary issue reduced from £1,375 to £1,350 million on 
January 10, 1951. 

“Tue Economist” INDEX OF WHOLESALE 
Prices (1927=100) 


Feb. 7, | Jan. 23, | Feb. 6, 
1950 1951 | 1951 
















ereais and meat ...... . ‘ : 
Other foods ....ssse05- 147-3 169-1 169-0 
MGM occu cps bos xe 213-6 327-7 326-5* 
Minerals. ..... eueziices 321-2 331-6 
Miscellaneous ....0.+.0+ 191-7 
Complete Index ........ 220 -9°* 
MMS canes 3. | 303-9° 


* Provisional. 


COLD AND SILVER 

The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce, Spot 
cash prices during last week were as follows :— 









Su.VER 


London ew York! Bombay 
ounce'per ounce per 100 tol 
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COMPANY MEETINGS 


JONAS WOODHEAD AND SONS, LIMITED 


OUTPUT AND SALES RECORDS 


CAPTAIN ALLAN 


The thirty-first annual general meeting of 
Jonas Woodhead and Sons, Limited, was held 
on Pebruary 8th, at Leeds, 


Captain Allan Kyle, the chairman, in the 
course of his speech, said:—The group’s 
accounts are again presented to you in book- 
let form. It gives you your company’s 
balance sheet, a consolidated balance sheet 
and the consolidated profit and loss account, 
Every endeavour has been made to simplify 
them within the requirements of the Act. 
With your permission I will take them as 
read, 


I have often wondered whether the con- 
structive and sincere efforts of the Cohen 
Committee have in fact achieved all that 
they attempted to do. The requirements of 
their recommendations certainly take up a 
great deal of time which could be more 
profitably employed in the running of your 
business. This would be of no moment if 
you could read and understand more a 
the annual accounts as now drawn, but 
understand from many that this is not s0. 
If you lean on the reviews of the Press 
experts, you will find many draw different 
conclusions to a bewildering degree. Fur- 
thermore, I see a greater load of responsibility 
and detail thrown on to the shoulders of the 
auditors—surely they could be relieved of 
some of it without prejudicing the main 
essentials >? Maybe the time has come for 
the results of this Committee’s work to be 
reviewed in the light of experience. 

I spoke to you at some length last year on 
the losses that had been incurred by a sub- 
sidiary that was not wholly owned by your 
company. These losses have had an abnormal 
effect on the results, but I pointed out that 
if this subsidiary became wholly owned, then 
with good weather, we should reap a better 
crop. The subsidiary has become wholly 
owned and the weather has at long last shown 
signs of real improvement, though not with- 
out some residual growing pains. 


Coming now to Woodheads, your parent 
company, it is my privilege to report to you 
that once again we have broken all past 
records in both tonnage output and sales 
value. In fact our output is well over three 
times that of ten years ago. It is an achieve- 
ment of which all may well be proud, and 
which can be attributed to the grand efforts 
of my colleagues, to the hard-working staff 
and to the magnificent team spirit of our 
workpeople. There are many within our 
works who are sufficiently old-fashioned to 
be proud of their product and of their efforts. 
May this simple background of this country’s 
tradition be maintained. 


AN INDUSTRIAL BOOM 


This country is, in one sense, in the throes 
of the greatest industrial boom of all time. 
Even the periods of the great industrial 
uplift of the Victorian era become puny in 
comparison, not only in volume of demand, 
but in period of time. This boom of today 
had its birth some 15 years ago ; so long ago 
in fact that many people, many who s 
know better, have forgotten t “the law 
of supply and demand ” is a law unto itself, 
not subservient to any government, nor to 
any control. You can hold it or 
smother it for a time but eventually it will 
assert itself. 


I am bringing this point of view forward 
so that you may be aware of some of the 
unknown problems which face your board of 
directors. There is hardly a member of your 
group whose order book is not full to the 


KYLE’S REVIEW 


brim for many months to come. This is 
not due to any sudden surge. In fact it has 
become normal since it has been going on 
for a long time. How therefore can one 
train the younger executives of, say, our sales 
staff to what is really required of them in 
ordinary or in slump times? It is like ex- 
plaining to any young man or woman of 30 
years or less what this country was really 
like before the advent of rationing and con- 
trol; they just cannot believe you. 


TWO PROBLEMS 


Alongside this, there is a problem rearing 
an ugly head—steel supplies, whether in 
billet or in a more basic form. It is not 
really the fault of our suppliers. Here again, 
they have been and indeed are still ex- 
periencing a period of industrial demand 
which it is impossible to satisfy. They are 
doing their utmost (may they be forgiven for 
the quality sometimes supplied) but from 
our vantage point as a customer, we have 
recently felt that lack of vitality ; that in- 
centive to satisfy the customer ; that spirit 
of private enterprise. May it not be that 
coming events cast their shadows before ? 


These are two phases of our problems, but 
there is another which to me is alarming and 
desperately serious. It is something outside 
of our scope but it concerns our workpeople, 
in fact everyone. They are delighted with 
their greater pay-packets, with all the pro- 
mised joys of Utopia and its beautiful future, 
but is it fair to them not to point out that 
this boom has become a sham prosperity of 
a superficial character ? With inflation round 
the corner, the future is grim and unknown. 


These problems, together with those of 
an international character, make it difficult 
to deal with future prospects. Current pros- 
pects are good and we are all of good heart. 
If the problems and the unknown difficulties 
of the future are within our power to solve, 
then the future of your company and its 
subsidiaries is, to say the least, bright. I 
might add here that the requirements of the 
rearmament programme itself as it affects 
the Woodhead group of companies will be 
taken in our stride, although, of course, our 


output for civilian needs will have to be 
curtailed. 


EXPORT TRADE 


Your company is playing a v import- 
ant role in the export aaa Of the oe 
output of your group of companies some 
60 per cent. is exported either directly or 
indirectly through the manufacturers of rail- 
way locomotives and carriages, buses, lorries 
and motor-cars. The volume of our direct 
export trade has increased to an encouraging 
degree following the appointment of agents 
in various countries in which we have not 
previously traded. We are now finding it 
increasingly difficult to secure shipping space 
and export stocks are piling up. 

I paid a tribute last year to our three 
Sheffield companies on the trading results 
that they had achieved. They, in common 
with your parent company, have had many 
difficulties with which to contend, but they 
have done and are still doing well. 


Our associated company, Woodhead- 
Kempo Springs, Limited, in South Africa, is 
now working at a greatly improved output 
which is only controlled by steel supplies. 
This very up-to-date plant has become a real 
industrial asset to that country, and they are 
now known as “ the leading spring manufac- 
turers of South Africa.” 


THE ECONOMIST, February 19, 195) 


Coming now to the accounts, I think y». 
will agree with the view that the Geiats . 
the group are on the whole satisfactory. Win 
the ever-increasing cost of raw materia), 
wages, fuel, transport, together with the yy.’ 
stantially increased production of the grou» 
your company has become Progressively shor: 
of working capital. Your directors are j, 
course of arranging further finance by meap; 
of the issue of £200,000 redeemable ten-yer, 
unsecured loan stock to deal with thi 
problem. ¥ 


DIVIDEND POLICY 


Finally, I come to the question 
dividend policy. This year va are —— 
to pay out about £12,000 more than we hay: 
done in each of the past 10 years. When | 
compare this with an increase of £206.) 
per annum in productive wages only during 
the same period, it makes me wonder wher: 
the shareholders come in. Some critics may 
say that this £12,000 has not been earned: 
this is quite untrue, as we have in fact dur. 
ing the vear accumulated for the future 
£28,794 after nourishing our growing but 13 
yet not fully productive children, and after 
paying this increased dividend. 

The report and accounts and the pro 
dividend of 10 per cent. and a biaaee tne 
cent., both less income tax, were unanimously 
approved, and the proceedings terminated 
with a vote of thanks to the management, 
staff and workpeople. 





F. W. WOOLWORTH AND 
COMPANY, LIMITED 


INIQUITOUS PURCHASE TAX 


The forty-second annual general meeting 
of F. W. Woolworth & Company, Limited, 
will be held in London on March 2nd. 


The following is an extract from the state- 
ment of the chairman, Mr B. E. Uffindell, 
circulated with the report and accounts for 
the year 1950:— 

Your company for 1950 has paid, or is due 
to pay, a total sum of £12,718,703 in respect 
of Purchase Tax. What is so iniquitous 
about this Purchase Tax is that as the cost 
of goods increases, the sterling amount of 
Purchase Tax also increases and, in my vitW, 
it is high time that the percentages of tx 
applicable on all essential and semi-essential 
goods were reduced, or if this is not possible, 
steps should at least be taken to prevent the 
spiral of Purchase Tax rising as the prices of 
goods increase with the advancing cost of 
raw materials. To be specific—freeze Pur- 
chase Tax to be paid on such goods to the 
sterling amount at, say, January, 1950. 

If this suggestion were adopted the vicious 
spiral of Purchase Tax rising with the i0- 
creased cost of goods would not increase the 
prices to the consumer public still further, 
it does at present. The Purchase Tax increas 
is almost as much as the manufacturers’ cost 
increase, but whereas the manufacturer b1 
justification, by reason of the increase in the 
cost of raw materials, there is absolutely ™ 
justification why the consumer public should 
have to pay increased Purchase Tax. 


Orders and copy for the insertion of 
Company Meeting reports must reach 
this office not later than W ednesday 
of each week and should be addressed 
to:— 
The Reporting Manager, 
The Economist, 
22 Ryder Street, S.W.1 
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BARCLAYS BANK LIMITED 


ANNUAL MEETING OF 
STOCKHOLDERS 


The fifty-sixth Ordinary General Meeting 
(being the Annual General Meeting for the 
year 1951) was held on February 8th at the 
Head Office of the Bank, 54, Lombard Street, 
London, E.C.3. ‘ : 

In the absence, owing to illness, of the 
Charman of the Bank, Sir William 
Goodenough, Bart. LL.D., the Deputy Chair- 
man, Mr Anthony Tuke, presided. 

Mr H. G. Tickle (the Secretary) read the 
formal Notice convening the Meeting and 
the Report of the Auditors. 

With the concurrence of the Stockholders 
present, the Report and Accounts were taken 
as read. 

The Chairman moved:— 


“That the Report of the Directors of the 
Company now produced, together with the 
Accounts annexed as at December 31, 1950, 
duly audited, be received, approved and 
adopted, and that a Final Dividend of 5 per 
cent. making 10 per cent. for the year, on 
the “A” Stock, and a Final Dividend of 
7 per cent., making 14 per cent. for the year, 
on the “B” and “C” stock respectively, 
less Income Tax in each case, be declared, 
pavable on the 23rd instant to the Stock- 
holders registered in the Books of the Com- 
pany on the 15th January last.” 

Mr Cuthbert Fitzherbert (a Vice-Chair- 
man) seconded the Motion, which was 
carried, 

The retiring Directors were re-elected, and 
other ordinary business was transacted. 

A Special Resolution adopting new Articles 
of Association was carried. 

A Vote of Thanks to the Staff and a Vote 
of Thanks to Mr Tuke for presiding at the 
Meeting were unanimously accorded and the 
proceedings terminated. 





RADIO RENTALS LIMITED 


CONTINUED PROGRESS 


_ The fourteenth annual general meeting of 
Radio Rentals Limited was held on February 
Sth in London, 

Mr H, F. Hunt, the chairman, in the 
course of his speech, said: The new record 
net profit of £153,256 emerges after provid- 
ing for all expenditure, and compares with 
£138,654 for the previous year. The con- 
‘olidated profit shows an increase over the 
previous year of £21,790. I must stress that 
the increase in profit comes from growth of 
trading, and not from larger profit margins, 

P to the present, television is not materially 

‘esponsible for increased profit, 
Bh the balance sheet I shall make but 
Ww comments, because the figures speak for 
themselves, and its soundness needs no 
‘mphasis, The total reserves now. amount 
‘0 some £390,000, which is £85,000 more 
than the issued capital, 

We are faced with considerable. additional 
sullay on such items as new office machinery, 
more motor vehicles, and additional works 
or television, and additional service works. 

® assist in financing these commitments, 


"__———aetnaiseeseiisstsftansllteeijenmetgaliliesisesiinnsaipianitlinensiniesssidetipe- — 


NOTICES 
ee 


T¥o BURROUGHS BILLING MACHINES FOR SALE. Calculate 
invoices in one operation. 
calculating in eighths. Both 
For further details and appointment to 
Wig Apply Box F 5122, A.K. Advtg., 212a, Shaftesbu 


Cost and sellin 
Fe g ces and t 
rood wy adapted for Woollen Trade, 
wor faidition, one unused, 
Avenue, 
PSYcHOLOG 

‘ngineering organisation at London 


and Salary expected to x 573. 


“necesito ileal i capisiteaensannnemsnenasentteceiclce eRe ee 
IST (female) required for Personnel Department of 
ineluding P Headquarte 
experienc: deh and Statistics is essential and some industrial 
€ desirable. e 24-34. Write details training, experience 


we propose to make another share issue to 
our ordinary shareholders, of one share for 
every seven held, at a price of 10s. per share. 

On dividends, year by year your directors 
have given serious thought to recommending 
an increase, and it is now felt that a small 
increase of 5 per cent. is fully warranted. 
The total dividends of the company repre- 
sent approximately 7} per cent. on the total 
capital and reserves of the group attributable 
to the parent company. 

Since the end of the financial year our 
volume of new business, both radio and tele- 
vision, has been highly satisfactory, rising 
to a record peak in the pre-Christmas period. 

The report and accounts were adopted. 


LIEB'G’S EXTRACT OF 
MEAT COMPANY, LIMITED 


LARGER PROFITS 


The eighty-sixth annual general meeting 
of Liebig’s Extract of Meat Company, 
Limited, will be held on March Ist in 
London. 


The following is an extract from the state- 
ment of the chairman and managing director, 
Mr. Kenneth M. Carlisle, circulated with the 
report and accounts :— 


The consolidated profit and loss account 
opens with a large increase of £311,000 in 
profits less losses on trading. The parent 
company’s results in the River Plate show a 
welcome improvement as compared with 
last year, largely in consequence of the 
realisation of Argentine manufactured 
products from 1949 production at the higher 
prices introduced by I.A.P.I. with effect from 
January 1, 1950. Our Belgian and Italian sub- 
sidiaries have made great strides during the 
year and their contribution is a major one. 
The profits of the Argentine subsidiaries 
expressed in sterling were down, owing 
mainly to the fall in value of the Argentine 
peso, and I have to record a considerable 
drop in the profits earned at home by Oxo 
Limted. 


FEATURES OF YEAR’S WORKING 


Broadly speaking, it may be said that 
results recorded by our factories in the 
Argentine and Paraguay show, in terms of 
local currencies, a great improvement over 
last year, but have been almost wiped out in 
terms of sterling by currency devaluations 
which affected not only the year’s profits, but 
also the values of net current assets held in 
those countries at the close of last year’s 
trading. 

Profits realised by our Argentine sub- 
sidiaries were slightly higher than a year ago, 
but their sterling value has been adversely 
affected by the fall in value of the Argentine 
peso. 

The profits of our Uruguayan subsidiary, 
which are remittable have been brought into 
account at a lower figure than in recent years. 

Better results were obtained from Africa, 
although our new factories in Tanganyika 
and the Sudan had not yet reached the 
revenue-earning stage. Continental trading 
profits show a welcome increase, which has 
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been assisted by movements of exchange 
rates in our favour, but these companies 
have conserved a large proportion of their 
profits in order to strengthen their resources 
for the future. Home trading results were 
disappointing and a considerable decrease in 
profits was recorded, 


OXO SALES 


Sales of Oxo Cubes continued on the high 
war-time and post-war level until April, at 
which date they showed an increase over the 
previous year. However, with the approach 
of the summer months, sales to the trade 
decreased compared with previous years in 
line with a general tendency for traders to 
reduce stocks to a minimum, when manu- 
facturers were at last equipped to supply 
promptly on demand. There was also some 
evidence of a decrease in consumer demand 
during the summer months, due probably 
to the greater variety of goods available in 
the shops. We are pleased to say, however, 
that for the period September-December, 
1950, trade sales have been well above the 
previous year, an indication that the public 
maintain their confidence in the merits of 
this our principal proprietary product as a 
valuable warming beverage in the winter 
months and as an economical supplement to 
a great variety of meat and vegetable dishes. 


LUMUT RUBBER ESTATES 
SIR ERIC MACFADYEN’S ADDRESS 


The annual general meeting of Lumut 
Rubber Estates, Limited, will be held on 
March 2, 1951, in London. The following 
is an abstract from the circulated address of 
the chairman, Sir Eric Macfadyen: — 


Work progressed steadily on the estates, 
and both divisions—Lumut and Dusun 
Durian—are in an improved condition of 
upkeep. The replanting programme on 
Dusun Durian was pushed on, and we now 
have 386 acres of oil palms planted there. 
In addition, the company has 8,312 acres 
planted with rubber. 


On the liabilities side of the balance sheet 
issued capital is umchanged at £485,482. 
We are proposing that the authorised capital, 
now £494,000, be increased to £750,000. As 
the replacement of planted areas reserve, after 
charging up expenditure during the period 
in connection with replanting, would have 
been exhausted, it has been replenished by 
an allocation from profit which raises it to 
£20,000. 


In the profit and loss account you will see 
we harvested a somewhat reduced crop— 
3,188,747 Ib. against 3,302,000 Ib. last time. 
The shortfall was seasonal. There was a large 
rise in costs due to wage increases, but 
the higher prices realised—an average of 
Is. 9.93d. against 11.92d.—gave us a surplus, 
before taxation, over three times as large as 
last year’s—{£138,722 against £43,967. Taxa- 
tion brings that down to £68,069 as com- 
pared with £21,759. The directors propose 
the payment of a final dividend of 10 per 
cent., less income tax, making, with the 
interim of 5 per cent. paid on October 31, 
1950, 15 per cent. for the year, and if this 
is approved the amount to go forward will 
be £26,286 against £24,357 brought in. 


HIS MAJESTY’S COLONIAL SERVICE 


at low local rates, 


rs A degree 


rticulars and lication 
to Dineen" of acrultneat CCplial Service), Sane 
Great Smith Street, London, S.W.1, quoting reference 


MAURITIUS 


Woman Nutrition Officer required to investigate and advise on 
nutrition problems and to instruct local personnel, Selected candidate 
will be engaged on agreement for three years, 
to £660, point of entry according to age, qualifications, an 
ry Appropriate cost of li 


scale £375 
experience, 
Income tax 


Salar 


ving allowances. Free passage. 


Candidates should hold the Diploma in Dietetics. Experience in 
scientific or educational work and in dietary problems of a large 
ae or educational institution is desirable. 
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Trade with Canada 


We provide a complete and informed banking 

service for foreign traders through branches 

from coast to coast. Correspondents the 
world over. 


London Offices—6 ae B. Strath, Mgr. 
2-4 Cockspur St., S.W.1. R. B. Murray, Mgr. 


THE ROYAL BANK 
OF CANADA 0 18 brown 


Head Office : Montreal Canada, the West Indus 
Offices in — York and \ Cena! and South America. 


Incorporated in Canada in 1869 with Limited Liability. 


DEN NORSKE CREDITBANK 


Established 1857 
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OSLO, 
NORWAY 
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Branches: Arendal, Brumunddal, Flisa, Grimstad, Kongsvinger, 
Larvik, Lillesand, Mandal, Porsgrunn, Risor, Skarnes, Tonsberg. 
Every Description of Banking Business transacted 
Correspondence invited 





Telegraphic Address : ‘ Creditbank” Telephone : “ 42 1820 Oslo” 










ASSURANCE COMPANY LIMITED 


CHIEF OFFICE 
OXFORD STREET MANCHESTER : 


THE REFUGE 
WILL SAFEGUARD THE FUTURE 


HONGKONG AND SHANGHAI BANKING CORPORATION 


NOTICE IS HEREBY GIVEN that the Share TRANSFER BOOKS 
of this Corporation will be CLOSED from February 23 to March 10, 
1951, both days inclusive, for the purpose of preparing for payment 
of dividend for 1950, 


USTRALIAN HIGH COMMISSIONER'S OFFICE.—Applications 
4 are invited for the permanent ition of Assistant Staff 
Inspector, with salary range £775 x £25—£38530, plus cost-of-living 
allowance of £36 per annum. Applicants should have had extensive 
experience in personnel work, and either some experience in organisa- 
tional problems in a large establishment, or in the application of 
modern equipment to office procedures. Qualifications in accountancy 
would be an advantage.—Reply to ial Secretary, Commonwealth 
of Australia, Australia House, Strand, London, W.C.2, not later than 
February 19th. Further particulars on request. 








ro MORROW AND CO. require the services of an able man 
with ree ised accounting qualifications who has industrial 
experience and who is interested in being trained in the development 
and installation of management control accounting. Four figure 
commencing salary with annual increases. Send full particulars 
of age, education, qualifications, experience and present salary to 
Rebson Morrow and Co.. 59, New Cavendish Street, London, W.1, 
marking envelope ‘ Application,"’ 


oO Capital Depreciation and a return of 24 per cent. (income tax 
.\ paid by the see? are the terms offered for Share Investments 
by the 73-year-old Chelsea and Walham Green Building Society, Write 
for Leaflet F to 110-112, Kimgs Road, Chélsea, 8.W.3. 


yw IN LONDON can employ for 2-4 years ‘a Swiss (25), com- 
mercial education : Germamti, French, knowl. English ?—B6x’577. 


The Economists’ Bookshop Ltd. 
caters for specialists and students in 
Economics and the Political and Social Sciences 
11-12 Clement’s Inn Passage, Aldwych, W.C.2 
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THE HONGKONG AND SHANGHA| 
BANKING CORPORATION 


Incorporated in the Colony of Hong Kong) 

The Liability of Mewer- is limited to the extent and in maaner prescribed 
of 1929 of the Colony 

CAPITAL ISSUED ANDO FULLY PAIO U 













by Ordinance No. 4 


SeeRYS CUNeSre ot haeem: : : : sl: 
RESERV . é ~ m vi 
Head Office: HONG KONG $20,000,009 
CHAIRMAN ANDO CHIEF MANAGER: HON. SIR ARTHUR MORSE, 
Lendon Office : Gracechurch Street, E.C.3. 
London Managers: 8. A. Gray, A. M. Duncan Wallace, H. A. Mabe: 
BRANCHES 

BURMA CHINA (Con. INDIA MALAYA (Con) NORTH 

Rangoon Shangha: Bombay Kuala Lumpur BORNEO (Con) 
CEYLON Bwatow Calcutta Malaces Bantukan 
Colombo Tientsia INDO-CHINA Muar Tawau 
CHINA Tsingtao Haiphong PHILIPPINES 
*Amoy DIAWA(JAVA) Saigon Singapore Hott 
*Canton Djakarta JAPAN Singapore Mani: 
*Chetoo Surabaja Kobe (Orchard Road) SIAM 
*Dairen EUROPE Tokyo Sungei Patani Bangkok 
*Foochow Hamburg Yowotam» Teluk Anson UNITED 
*Hankow Lyoas MALAYA NORTH KINGDOM 
*Harbin HONG KONG Cameron BORNEO Loadoa 
*Moukden Hong Koag Highiaod: Brunei Town USA. 
*Nanking Kowloon Ipoh Jesseiton New York 

Pekiag Moagkok Jobore Bahru Kuala Belait Sao Frauciseo 

* Branches at present not opera 


ting. 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Executors is also undertaken by the Bank's Trestee 


Companies in 
HONG KONG LONDON 









SINGAPORE 


B. W. BLYDENSTEIN & CO. 


Established 1858 








BANKERS 





We specialise in all financial transactions with 
The Netherlands 
54, 55 & 56, Threadneedle Street, London, £.C.2 





GOVERNMENT OF SOUTHERN RHODESIA 
FOUR AND A HALF PER CENT INSCRIBED STOCK, 1953-63 


CITY OF JOHANNESBURG 
THREE AND A HALF PER CENT REDEEMABLE STOCK, 199 


NOTICE IS HEREBY GIVEN that in order to prepare the Warrants 
for Interest due April ist next, the Balances of the severai Accounts 
in the above-mentioned Stocks will be struck on the night of March 
i. 22 ~® on and after March 2nd the Stocks will be transferad!: 
ex dividen 
FOR BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS 

; (London Registrars of the above Stocks). ‘ 

Circus Place, London Wall, E.C.2, G. A. D, HARRISON, 

February 5, 1951. Acting Manager. 
UNIVERSITY OF MELBOURNE 
er AUSTRALIA CTURER 
pplications are invited for the ition of SENIOR LE a 
OR LECTURER IN ECONOMIC HISTORY. 
Salary ranges are: 
Senior Lecturer ........... £A1,049—£A1,299 
BOCUSIRS oo dicots sscnsciakonte £A699-—£A1,049 
(including cost of living allowance of £A49) 
subject to Superannuation contributions. : 

Further particulars and information as to the method of applica 
tion may be obtained from the Secretary, Association of Universities 
of the British Commonwealth, 5, Gordon Square, London, W.C.1 

The closing date for the receipt of applications is March 31, 1%! 
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FIRE! 


"$ Your 


NU-SWIFT? 


The Worid’s Fastest Fire Extinguishers 
~ for every Fire Risk 
Pressure-operated by sealed CO, Charges 
NU-SWIFT LTO. © GLLAND + YORKS 
In. Every. Ship of the Royal Nevy 
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